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Contributions are invited upon subjects directly or indi- 
rectly connected with banking, or dealing with any phase of 
the economic development of Canada. To the authors of 
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moderate honoraria. 

Communications for the Joubnal should be addressed as 
follows : 

The Secretary, 

The Canadian Bankers' Association, 
Montreal. 



The Joxtbkal is the organ of the Canadian Bankers' Asso- 
ciation and is subject to the control of the Council for the time 
being, but neither the Association nor the Council should be 
regarded as responsible for the opinions expressed. 



Digitized by 



Google 



Z\)c (^ana^ian Sanftere' Heeociation 



OFFICERS 1903-1904 

VonorariK preei^cnti 

liORD Strathcona AND MouNT RoTAL. President Bank of Montreal 

Qborob Haoub Montreal 

prcsiKnt 

E. S. Clouston General Manasrer Bank of Montreal 

ViccBpresfbcnts 

Duncan Coulson General Manager Bank of Toronto 

Gbo. Burn General Manasrer Bank of Ottawa 

H. Stikbman General Manager Bank of British North America 

M. J. A. Prbndergast General Manager Banque d'Hochelaga 

Council 

B. E. Walker General Manager Canadian Bank of Commerce 

Thos. Fyshe General Manager Merchants Bank of Canada 

D. R. WiLKiE General Manager Imperial Bank of Canada 

Thos. McDougali. G^eneral Manager Quebec Bank 

Jab. MACKINNON General Manager Eastern Townships Bank 

W. E. Stavert Manager Bank of New Brunswick 

Jas. E3iiLiOT General Manager The Mol3ons Bank 

P. A. LiAFRANCE General Manager La Banque Nationale 

G. P. Reid General Manager Standard Bank of Canada 

T. G. Brough General Manager Dominion Bank 

E. L. Pbasb General Manager Royal Bank of Canada 

E. E. Webb General Manager Union Bank of Canada 

D. R. Clarke Cashier People's Bank of Halifax 

H. S. Stratht General Manager Traders Bank of Canada 

Bubitors 

T. BiBNVBNU General Manager La Banque Provlnciale 

J. Gillespie Muir Chief Accountant Merchants Bank of Canada 

Counsel 
Z. A. Lash, K.C. 

journal Clueetions Committee 
R. B. Kessen Manager Bank of Ottawa, Montreal 

E. C. Pratt Manager Molsons Bank, Montreal 

W. M. Ramsay Manager Merchants Bank of Canada, Montreal 

9ecretart«Urea0urer 
J. T. P. Kmoht 



The Journal is under the editorial management of the Secretary. 

Digitized by VjOOQ IC 



/4> 

VoL XI] [Number 1 

JOURNAL 

OF THE 

CANADIAN BANKERS' 
ASSOCIATION 



OCTOBER— 1903 



EDITORIAL. 

The Ala&kan boundary question has evidently drawn the 
attention of our representatives at Ottawa to the necessity of 
removing all doubt as to Canadian rights in tiie Labrador region. 
Mr. A. P. Lowe, of the Qeological Survey Depart- 
ment, who has knowledge bom of exploration in 
the far north, who knows the Ungava Bay dis- 
trijct, and is familiar with the Hudson Bay coast, is in charge 
of a Dominion Government expedition, lately fitted out at 
Halifax by the Department of Marine and Fisheries. With the 
gallant explorer sailed a small contingent of the hardy and use- 
ful Northwest Mounted Police, and with their assistanoe Mr. 
Lowe is expected to make known to all men that there will be 
no future dispute as to the boundaries of our possessions in the 
Labrador. 

Captain Moodie and his men of the N.W.M.P. may be relied 
upon to impress upon the squatters of any and every nationality 
now in the Hudson Bay Territory, that the land they live in is 
part and parcel of the Dominion of Canada. 
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Those who accept the figures of the Canadian dearing 
Houses as an indication of the condition of trade and commerce, 
should not regard the marked reduction in the September clear- 
ciMriaff ii^ as a sign of a corresponding falling off in 

HoQM the volume of business. To the complete 

TntpunB. stagnation in the stock markets may be attributed 

in no email degree the unfavorable comparison of the dearinge 
of 1903 with those of last year. 



In this issue of the Journal we produce a table compiled 
from the figures furnished monthly to the Association by the 

chartered banks. It will be observed that the 
oiroQiation. increase in the amount of notes in circulation at 

the close of August over the total for the cor- 
responding month of last year, is less than the addition made 
to the paid-up capital of the banks during the same period. 



The figures of the table showing the present condition of 
the circulation of notes issued by our chartered banks, ought 
to be reassuring and comforting to those who doubt if the 
omnfortiiiff Mioney possible of issue will always prove 
figj^^^ adequate to the requirements of the country. 
The Executive Council of the Canadian Bankers' 
Association, when grappling with this important question last 
year, signified in no uncertain language the method favoured 
by them should time produce such an emergency as a dearth 
of currency. In the annual report of that body, the members 
were told that the Council could then " see no reason for any 
deviation from that provision of the Bank Act which limits 
the circulation of the banks to the amount of their paid-up 
capital.'* 

Acting upon this sound advice, the bankers evidently in- 
tend to supply all the required currency by additions to the 
banking capital of the country, and during the past twelve 
months nearly eight million dollars worth of new stock has 
been allotted to and paid for by shareholders of established 
banks. In the same period of time, the increase in circulation 
has been less than six millions. • 
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EDITORIAL 3 

When Mr. James B. Foi^an, President of the First 
National Bank^ Ghice^^ and chairman of the Clearing House 
in ihart city, refers to the currency proWem in the United 
— A Tb h States as *' a tough problem/' it must be so. The 

Proidm!'' ex-Canadian banier is not easily beaten, but he 

admits that his efforts to assist in improving the 
monetary situation are rendered abortive by the stubborn 
opposition encountered everywhere in the Western States to 
branch banking. In a recent discussion of the yearly 
stringency in our neighbours' money market, Mr. Forgan says: 

"The principal source of ^Oarm each fall \a the weekly state- 
menta of the New York assooiated banks. They do much more harm 
than good. They serve to agigrravsute the conditions existiner. To 
hear pieople talk when the reserves of the New York tonka run low, 
you would think the money of the country had disappeared off the 
face of the earth. The total amount is unchajiged, however, and la 
In better use for the country* If anytShinsr, when it is sent out West 
to move the crops. Uncle Sam simply moves his money from hla 
dty bank, where he has comparatively Uttle need of it, to his coun- 
try bank, where it will be very useful. How foolish it is, therefore, 
to measure the amount left in the csity bank and get scared and not 
measure the amount in the country bank. That is exactly what the 
New York bank statements do. 

" Now, If branch banking existed in this country as it does in 
Canada and England, and the country banks were branches of the 
city banks, a report on the cash and reserves of the city banks 
necessarily would include the money in the country banks and there 
would be no cause for alarm. Practically the same amount of 
money would be shown in all cases, only the place v^^^^ ^t was being 
used would change. 

" How best to improve, by currency legislation, the existing 
situation and make easier the annual shifting of funds and dimin- 
ishing of money in the reserve centres, is a tough problem. I'U 
admit it is too hard for me to solve. I would never be in favor of 
an asset currency unless we had branch banking. Some of the other 
members of the Chicago committee are unalterably opposed to 
branch banking. 

Surely there is something radically wrong somewhere, 
when the practical, hard-headed, president of the First 
National of Chicago is compelled to admit that the solution of 
a problem seemingly so simple is beyond him, owing to the 
^'unalterable'' conviction of his opponents that branch banking, 
even if good for the nation, would imperil their personal 
interests. 

Perhaps, when the much needed change in financial legis- 
lation is made under pressure of public opinion, the men who 
will not now listen to arguments in favour of branch banking 
will view with contempt their opinions of to-day. 
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The frequent newbpaper references to the Canadian North- 
west as the granary of the British Empire, will not impress 
people who read emigration literature in the same suspicious 
mood with which they scan the promises of 
Midm Chain. Politicians, or the testimonials to patent medi- 
cines. But the delegates of the British Cham- 
bers of Commerce, who have been enabled to realize the 
truth behind the daim that Canada can supply the food 
requirements of the Motherland, will disseminate the truth 
regarding our country, and each and every one of them will 
prove of more value than tons of emigration pamphlets. Im- 
pressive and effective to a degree, beyond the conception of the 
people of Eastern Canada, to these gentlemen from the chief 
cities and manufacturing centres of Oreat Britain, must have 
been even a passing view of the ^'sea of golden grain'^ in the 
wonderful Northwest of this Dominion. Those entrusted with 
the entertainment of our guests may have done the best possible 
in wining and dining their brethren from across the ocean; but, 
when one reads of the silent delight of the guests of the 
Brandon Board of Trade as they were driven for miles through 
the yellow fields of Manitoba wheat, it seems almost a pity 
that so much time was consumed in the cities, and in the 
pleasures of the table. 

However, we may rest assured, that, in the homes and 
offices of the delegates, long after the ordinary incidents of the 
meeting in Montreal of the Boards of Trade of the Empire are 
forgotten, the memories of our golden grain will make them 
eloquent advocates' of emigration to the Canadian Northwest. 



" He seen his dutf, a dead sure thmg. 
And went for U ihar amd ikm^" Hay. 

It is only a few weeks since a depressing story of desertion 
of drowning shipmates came from the lower St. Lawrence. An 
ugly tale it was, and with an ending calculated to shake one's 
TiM LoM of faith in the survival of the splendid courage that 
tbe <* David enabled the heroes of the *' Birkenhead" disaster, 
wetton." longs years ago, to watch unmoved the departure 

of their iBhip's boats, while they, like the brave British soldiers 
they were, awaited death. But the alleged pitiable cowardice 
of a St. Lawrence skipper may well be forgotten when one 
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reads of the noble conduet of the captain and crew Jof the 
steamer "David Weston/' recently burned on the St. John 
Biver in New Brunswick. The river in question is one of the 
most beautiful on this continent, and has been called the 
Bhine of America. The "David Weston** carried passengers 
and freight for many years on the St. John. Much of the 
freight was carried forward on deck. It was probaHy a match 
thrown by some careless smoker which ignited the bales of hay 
carried by the " Weston *' on her last voyage from Fredericton 
to St. John. In five minutes from the first alarm, the steamer 
was in flames from stem to stem. What followed is calctdated 
to make New Brunswick thrill with pride. 

The St. John river-men have always been known as 
courageous and resourceful, and the captain and crew of the 
"David Weston,** when put to the tes^ displayed activity so 
dauntless, so valiant and heroic, that the world cannot surpass 
it. When all hope of saving the steamer had to be abandoned, 
" through the hot black breath of the burning boat*^ the captain's 
voice was heard ordering the mate, William Whelpley, to the 
wheel. The flames reached his shelter in the wheelhouse, but 
Whelpley, like Jim Bludsoe of fiction, stuck to the steering 
gear of Hke " Weston ** until her " nozzle ** was " afin the ftanJfc.** 
Even then, this brave New Brunswicker did not seek safety in 
flight. Making his way for*ard where a number of help- 
less passengers were grouped on the upper deck, Whelpley, 
blistered and burned, assisted to lower everyone on board to 
the lower deck, from whence they dropped to the rocks below. 

Then the mate of this old river steamer, followed by his 
equally plucky captain. Day by name, the last to leave his ship, 
sought safety on the shore. 

Without any hope of gain, these brave New Brunswick 
river-men played the part of heroes, and for this we hold them 
in our love and honour, and hope that New Brunswick will be 
tender of the fame they well deserve. 

Such heroism may well efface that other story of poor 
perishing souls who might have been saved had such men as 
Day and Whelpley been their messmates. 



That there should be "lengthy discussion** over the 
recent resolution introduced by the Minister of Justice, having 
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for its abject tihe increasing of the aalaries of judges, is not 
tai*-!^ creditable to Canada, and the form of the criti- 
of JwicM ^^^^ ^' *^® measure by those opposed thereto 

was in deplorably bad taste. Even if, by reason 
of insuj£cient material inducements, leaders of the Canadian 
Bar sometimes' decline positions on the Bench, it is not cal- 
culated to devate this country in the opinion of others to read 
in Hansard that a judgeship in Canada is one of the rewards 
conferred by Libend and Conservative Governments alike for 
political services rendered, and that the administration of 
justice in this growing Dominion is in the hands* of men who 
have earned preferment by something other than ability and 
the possession of eminently legal minds. 



Canadian bankers are proverbially free from political preju- 
dice, and they are prone to maintain a discreet silence when an 
election campaign is being fought. No ordinary change of 
policy or party disturbs our bankers, or, at least, 
Tboiuiit. ^^^y ^^ ^^* permit their clients to extort from 

them any opinions upon the political issues of the 
day calculated to denote aught save indifference to the victory 
or defeat of contestants in the arena of politicB. 

But a proposal to change the existing fiscal policy of Great 
Britain needs the careful study and attention of every banker 
on both sides of the Atlantic. No theory, argument, or assump- 
tion must be ignored, when we are asked to contemplate a 
complete reversal of the tiade polioy of Great Britain, and 
as every reader of the Bankbbs' Journal may not have had 
the opportunity of reading the scholarly aitiole in The Fort- 
nightly Review for Septemiber, by Mr. J. A. Spender, entitled 
" Free Trade and its Fruits,'* we reproduce same in this num- 
ber. Whatever may be thought of Mr. Spender's opinion of 
the policy of Mr. Chamberlain, it is pleasing to have a well- 
known writer in the Fortnightly absolutely declining to sub- 
scribe to the belief expressed by enterpr^ng politicians that 
Canada will break away from the Empire if Mr. Cbamiberlain's 
pro^sals are rejected by his countrymen. Mr. Spender is un- 
doubtedly right in refusing to regard our loyalty as the tender 
exotic that professional politicians would have the world sup- 
pose. 
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EDITORIAL 7 

Too good to be improved upon are the caustic oomments 

of a Scottish newspaper npon the periodical interference by 

onr Dominion House of Commons in the domestic affairs of 

the British Ides. Lest some of onr readers have 

A^CourtoooB ^^^ j^^^ ^j^^ opportunity of perusing the racy 

request to our rulers to refrain from meddling 
in matters which concern them not, we publish elsewhere the 
article from the Glasgow Herald to which allusion has been 
made in several Canadian papers. However much a Cana- 
dian who has " a little Irish in him/' may wince at being told 
that he has no concern in the wrongs of the Emerald Isle 
he eannot surely help admiring the polite and pointed reply 
of that Cdonial Secretary, who, in reply to the first petition 
from Canada, sent twenty years ago, for local self-government 
for Ireland, said ^^ Her Majesty will have regard to the advice 
of the Imperial Parliament and Ministry, to which all mat- 
ters relating to the affairs of the United Kingdom exclusively 
appertain*'^ 

The old fashioned English courtesy of such a rebuke is 
simply delicious in these days. 



With the money market severely affected by the phenom- 
enal shrinkage in stock values, and the consequent liquidation 
warranting one in expecting financial stringency, it is almost 
impossible to say aught of the outlook for the 
^^j^"™* autufmn. With the Londion money market dis- 
turbed by the recent serious fall in consols, and 
discount rates in the world's metropolis increased, it is not 
surprising to find our own banks on the alert and studying 
the horizon for signs of further disturbance. 

It is good to note a display of anxiety in doubtful weather, 
even if only for the assurance it affords that prudent men are 
at the helm of our financial affairs. 

The marked improvement in the liquid assets of Canadian 
banks is a step in the right direction, and one at which the 
advocates of caution, and the prophets of prosperity past and 
hard times coming, will not be displeased. 

Meanwhile it is gratifying to know that the reports re- 
ceived by the leading banks from their branches all over the 
Dominion give glad tidings from the harvest field, and, even 
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if the yield of gnun per aicre be less than last year, the in- 
creased aiea under cultivation will probably reeidt in a yield 
of wheat and ooaroe grain nearly equal to that of 1902. 

Predictions concerning the crops of Manitoba and the 
North-'West Territories wiien made by the bank managers in 
that country have inyaxiably proved accurate, and there is every 
reason to expect a bountiful harvest. 



The article contributed by Mr. B. L. Stewart-Patterson 
should be carefuUy studied both by bankers and their clients. 
The statistics furnished, and his keen analysis of the con- 
g^m^ dition of things shown as the result of making a 

intaraitiiig composite picture of the annual statements of 
^iKvr9^ thirteen of our leading banks, ought to obliterate 

many false impressions held by the general public, and also 
show some of his fellow bankers in Canada and the United 
States the error of tiieir ways. 

He pays a deserved compliment to the Canadian currency 
system, very rightly praising its elasticity, and claiming that 
it has hitherto proved equal to ^^ all the exigencies of agri- 
culture and commerce.'* 

The advocates of greater attention being paid to the minor 
profits of our banks, will find in Mr. Patterson a sturdy sup- 
porter. He refers to the vast amount of work performed by 
the banks for their customers free of charge, and lays the 
blame wihere it belongs : — ^* to the unwise competition to ob- 
tain business at any cost which has lately developed in our 
midsf Continuing, he says : " The public naturally want all 
they can get, and a bank would find it a very difficult matter to 
convince a customer that his account with its small balance is an 
expense to a bank, in the face of specious invitations to deposit 
any sum, no matter how small, and draw three per cent, interest, 
compounded semi-annually." We venture to think that the 
writer of the article under review is correct, in regarding the 
modern form of advertising adopted by our banks as a bidding 
for business which will have to be abandoned later. 

The avidity shown by banks in the pursuit of deposits, is 
rapidly giving the public a distorted view of the profits of 
banking, and the numerous charters for new banks granted 
during the present session of Parliament bear testimony to 
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this belief. In dealing with the subject of interest on deposits, 
Mr. Patterson fairly revels in the figures and facts which he 
can sunmion in support of the contention that the banker of 
the period is dealing with depositors in a spirit of altruism not 
displayed by the cautious and conserrative founders of tlie 
Canadian banking system. In previous editorials in this 
Journal, attention has been drawn to the danger of holding 
high priced deposits. 

In writing of the net profits* of our chartered banks, Mr. 
Patterson comments upon a common custom of newspaper 
reviewers of the annual statements of banks which should be 
abandoned. To give as an indication of the earning power 
of a bank the percentage of its net profits to capital only is 
undoubtedly misleading, and smacks of advertising rather than 
financial reviewing. The proper criterion of the interest earned 
on a bank's liabilities to its proprietors, is unquestionably the 
percentage of net profits to capital and reserve inclusive. 

While we do not altogether agree with Mr. Patterson, in 
thinking that some of our banks are being conducted as 
philanthrophic institutions, few will be found to question that 
the first period of depression in the trade and commerce of this 
country will find many of our bankers seeking safety in the 
conservative, even if old fashioned, methods of their bankini^ 
progenitors. 



The following charters have been granted during this ses- 
sion of Parliament to new banks: The Bank of Winnipeg 
(Winnipeg); the Crown Bank of Canada (extension); the City 
and County Bank of Canada (Ottawa); the 
Northern Bank (Winnipeg); the Pacific Bank of 
Canada (Victoria); the Sterling Bank of Canada 
(London); the Home Bank of Canada (Toronto); the Citizens 
Bank of Canada (Toronto). How many of these will open 
their doors for business is difficult to determine. 

Our friends in the United States create national banks 
by the dozen, while we are debating as to the necessity for any 
addition to the chartered institutions of the Dominion. But, 
the following extract from the Chicago Banker illustrates how 
small is the capital required to embark in the banking business 
across the border: — 

"During AuflTUBt, 1903, there were chartered 86 national banks, 
with capital stock aggregratinir 11.315,000, and bond deposit $382,250. 
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Of this nufxvber 26 associations had a capital stock of less than 
160,000, eLggregSLtlng |€65t000, and 10, capital stock of 160,0000 or more, 
aggreffatlnff $060,000. Four of the associations, with combined capital 
of 1106,000, were conversions of state banks; 18, with agrgregate capital 
of $686,000, reorganizations of state and private banks, and 19, with 
aggregate capital of $676,000, associations of primary origin. 

From March 14, 1900, the dote of approval of the act authorizing 
the establishment of banks with a minimum capital of $26,000, to 
date, there have been organized 1,091 banks of that class, with 
oapital aggregating $28,478,000. During the same period 686 banks, 
with individual capital of $60,000 or more, and aggregate capital of 
$71,796,000, were organized. In all, there were chartered 1,677 banks, 
with aggregate capital stock of $100,278,000. 

A further subdivision shows that 987 associations, with capital 
of $61,889,600, were of primary organization; 640, with capital of $36,- 
490,000, reorganizations of state or private banks, and 200, with 
capital of $18,448,600, conversions of state banks, authorized by 
section 6164 of the Revised Statutes. On August 81. there were in 
existence 6,070 national banks, with authorised capital stock of 
$769,277,096. 



In the July issue of the Journal, the marked changes in 

the methods of conducting the business of banking were 

editorially discussed, and the St. John (N.B.) Globe in the 

course of a review of the article in question 

8s6 Ui."* ®*y* • " '^^^ Canadian Bankers' Association 

Journal editorially considers the changes which 
haye taken place in the banking business and it readily admits 
that there is a practice of ^ hustling for deposits/ in the train 
of which there may be some erils, and it sighs at the thought 
that the days of decorous and quiet banking may be passing 
away. It crtaives, however, to resist the thought that it is no 
longer necessary *'to discriminate between money and mer- 
chandise," and it declines to subscribe to the belief that the 
banker of the period "should resort to the same methods aa 
those employed by the seller of ribbons and laces, lollipops and 
butter." But all trading is of the same character and nature, 
and the man who deals in coined gold, silver and bank notes 
must really be guided by the same honorable principles as those 
which animate the trader in silks or in butter. No doubt 
there may be a desire on the part of the banker to make people 
believe, or to deceive himself into the belief, that there is some 
special merit or virtue in what he buys and sells that makes 
his business superior to other kinds of business. If there be 
any diflference at all, which is not a matter of certainty, it is 
in the trust usually reposed in the banker. Some recent ooextr- 
rences may easily justify the impression that trusts of this 
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kind axe not always well founded, and this feeling may be in 
the mind of our contemfporary, for it says with what seems to 
be a sigh : 

" Competition haa never been so keen, ncnr have the inducements 
offered by our banks ever approached those at present held out to 
prospective customers. Some of the reflections which naturally sug- 
gest themselves to the mlnd» as we read and hear of reckless bank- 
ing methods, are not pleasant, and, as we contemplate the peril which 
has to be faced by those who entrust their savings to men who 
have to " get' deposits at a profit if possible, but "to get them any- 
way," we think with regret and deserved admiration of the methods 
of the bankers of other days." 

Following the article from wihach the above is an extraety 
is one in which the banks are strongly advised to look after 
what are called " minor profits/* wMch means various petty 
methods by which m'oney may be tgathered in. One of these is 
a suggested general agreement ^' embracing a minimum charge 
upon all returned items accepted or unaocepted,*' and a ^' stipu- 
lation that all existing contracts between banks for free col- 
lecting be cancelled/' Also, ^^ that banks should see to it that 
clerkal work, stationery amd stamps are paid for by customers/' 
Perhaps there can be no legitimate objection to any of these 
things, but their united smellness suggests that they ought 
not to be made obtrusively obvious.'* 

The editor of the St. John Olobt surely would not have 
a bank n^^lect to collect minor profits, because of the small- 
ness thereof. As to making said collection "obtrusively 
obvious/' the expression reminds one of the story of the gentle- 
man, who, when returning from a wedding breakfast, claimed to 
be perfectly sober, but hoped that, to his host, he would not 
appear to be " ostentatiously sober, ^^ 



In the circular issued last year by the Montreal Clearing 
House advocating the early closing of the banks on Saturdays, 
attention was directed to the benefits which might be derived 
WhoiMome by bank officials if every week-end could be made 
Fdodand a genuine holiday. Bank manc^ers were re- 

DaiiyBisroiae minded that, by taking care of one's health, one 
is enabled to cope more successfully with his daily duties. The 
movement proved popular, and the Saturday banking hours of 
the principal cities and towns throughout the Dominion now 
give the bank derk an opportunity of seeking health and 
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recreation in the country during the summer months^ and 
afford him an afternoon all the year round for athletic sports 
and exercise. TIhe growth of interest on the part of the 
governing powers of the banks in the health and welfare of 
their ofi&cialB may have been slow^ but it is now most marked. 
In the magnificient banking rooms of the period, careful 
attention is given to the lighting, heating and sanitary arrange- 
ments, and several of the banks, realizing that wholesome food 
is just as essential as daily exercise, now provide their workers 
with lunch. 

The increasing interest exhibited in athletic and aquatic 
sport will also tend to improve the health of our bank officials, 
and even those in whom the heyday of youth is being changed 
for the more indolent feelings of manhood may be stimulated 
into activity by the yearly efforts of their respective banks 
to win laurels at hockey, baseball and rowing. To such 
splendid annual inter-bank struggles as the four-oared race for 
the Hammond trophy at Toronto, a particularly pleasant func- 
tion this year; to the regatta of the nnited Nova Scotiafu banks, 
always the moet brilliant affair of each season at Halifax for 
the past quarter of a century; to the mid-winter contests for 
hockey trephines in Montreal and other cities of the Dominion; 
to eadi and all of these our banks owe much, and darectore 
amd general managers who foster and encourage the love of 
healthy sports and pastimes in our banks are wise in their gen- 
eration. 



We recommend to our readiers careful perusal of the 
admirable article by A. Eives Hall, barrister-at-'law, on 
"Fraudulent Preferences." The subject is one 
2[^|J2[^^ of much concern to hankers all over the Dom- 
inion, and several of the legal decisions referred 
to by Mr. Hall will be readily recalled by the interested banks. 

J. T. P. Knight. 
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THE HISTOBY OP CANADIAN CUBBENCY, BANKING 
AND EXCHANGE. 



THE INTBODUCnON OF THE DBOIKAL SYSTEIC.* 

THE formal disallowance of the currency act of 1850, by the 
Home Government, simply increased the determination of 
the Canadian Government to vindicate their right to deal with 
snch matters and to obtain the object sought. Yet, when once 
they had obtained recognition of the rig}it to deal with the car- 
rency, their ardor rapidly cooled, and it required five years 
of imdisputed freedom to realize what they were anxious to 
aocomi^ish in as many months, in the face of imperial opposi- 
tion. 

On August 6th, 1851, in reply to a question in the 
Assembly, as to what action the Government proposed to take 
in view of the opposition of the Home Government, Mr. 
Hincks stated that he took his stand on the ground that all 
questions relating to currency and banking legitimately came 
within the scope of colonial legislation. Whereupon, not only 
the supporters of the Government, but its leading opponents in 
the House, assured Mr. Hincks of their entire support, and 
highly eulogized the ability and independence which he had 
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displayed in his controyersy with the officials of the Home 
Govemmenl Immediately afterwards Mr. Hincks presented 
to the Assembly a series of resolutions on the subject of the 
currency^ the object of which was to bring about a uniform 
system throughout British North America. He had been in 
communication . with the Ezecutiye OoTemments of Nora 
Scotia and New Brunswick, and they were prepared to recom- 
mend similar measures in their Provinces. It was fully expected 
that the smaller Proyinces, Prince Edward Island and New- 
foundland, would follow their lead. He did not attach yery 
much importance to the obtaining of a separate coinage for 
Canada, to which the Home Goyemment had taken such strong 
exception; it was mainly a matter of sentiment connected with 
national self-respect. As it was now practically impossible to 
maintain a bi-metallic standard of currency, he strongly favored 
the adoption of gold as the only l^gal standard. Along with it 
there should be a subsidiary silver currency for domestic use, 
being legal tender to a limited amount. A certain over-valuar 
tion would prevent it from being sent abroad, while its limited 
legal tender would prevent its affecting the exchanges. This 
position seems now-ardays so prefectly obvious and necessary, 
that it is difficult to realize how so much trouble should have 
been experienced in regard to its practical recognition. 

The more important of the resolutions introduced by Mr. 
Hincks, as expressing the policy which he had outlined, were 
to the following effect: It is desirable to adopt a currency for 
the Province, which may hereafter be made common to British 
America, and which, while simple and convenient in itself, may 
facilitate our commercial intercourse with the other parts of 
the continent. It is, therefore, expedient to adopt a decimal 
currency, in which the unit of account shall be the dollar, to 
be divided decimally into smaller denominations. It is 
expedient that such coins, being multiples or divisions of this 
unit of account, as Her Majesty shall see fit to direct to be 
struck, shall pass current by such names and at such rates as 
are assigned to them. The intrinsic value of the gold coins 
shall be of the same standard and proportionate rate as the 
British sovereign, and the intrinsic value of the silver and cop- 
per coins shall bear the same proportion to their nominal value 
as the British silver and copper coins to their nominal value; 
and the silver and copper coins shall be limited in their legal 
tender. It is expedient that the value of the silver dollar of 
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the United States^ and of certain other natione, be fixed at one 
dollar, or five shillings currency, and the other coins remain at 
their present current value. 

An act embodying these resolutions was duly passed by the 
Legislature. In addition to the features already outlined, it 
provided that so soon as it may be found conveniently practi- 
cable, the public accounts of the Province shall be kept in 
dollars, cents and nulls, and all sums of money and accounts 
may be legally stated either in dollars and decimal parts of the 
dollar, or in the present currency. In authorizing the intro- 
duction of a provincial gold and silver coinage, the gold stan- 
dard of the sovereign was adopted, and it wae rated at £1 48. 4d. 
cy., OT $4.86§. The provincial gold coins were to be un- 
limited legal tender, under the same conditions of loss by wear 
and payment by weight as applied to the British gold. The 
silver coins were limited in legal tender to ten dollars, and the 
copper coins to twenty cents. To meet the susceptibilities of 
the British officials, the last clause of the act specified that its 
provisions should come into force only after the proclamation 
by the Governor announcing that Her Majesty-in-Council had 
approved of the act. When, however, this act was framed, 
care had not been taken to discover how it would harmonize 
with the existing currency aict. As was pointed out at the 
time, Mr. Hinoks had on hand so many national enterprises, 
railroad and other, that he was unable to give his customary 
careful attention to the details of all the measures for which he 
became responsible. With the slight alteration in the rating 
of the dollar, the currency act of 1841 was still to remain in 
force. But, under this act th« American silver dollar was un- 
limited legal tender. Thus, while it was the intention to 
adopt gold as the standard and make silver a subsidiary coinage, 
as a matter of fact a bi-metallic standard was actually 
sanctioned. 

When this act came before the Lords of the Treasury, along 
with another from New Brunswick of some months later, they 
w€re regarded in the light of an important memorandum 
on the general question of the currency of British North 
America, prepared by Sir Charles Wood, late Chancellor of the 
Exchequer, and dated 30th December, 1851. This was at once 
a calm and able review of the whole currency situation as 
regarded colonial standards and the possibility of adopting a 
uniform system. Incidentally it showed what confusion had 
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been produced in the currency of the American Proyinces, 
partly through their independent action, and partly also 
throug}i the interference of the Treasury officials. As a criti- 
eism of the past, and as having much influence upon the 
course for the future, a summary of its chief points will be of 
interest. 

Sir Charles Wood pointed out that by the existing regu* 
lations in Canada, the American eagle, coined since 1834, and 
containing 232 grs. of pure gold, was rated at fifty shillings 
currency. In New Brunswick the old eagle, coined before 1834, 
and containing about 247 grs. of pure gold, was rated at fifty 
shillings, but in practice tiie new eagle passed at the same rate^ 
In Canada the sHver dollar was rated at 5s. Id., and in New, 
Bnmswiok at 5s., while in Nova Scoitia it is rated at 5s, 2^d,, 
and the fractions of the dollar are adjusted to that rate. In 
Prince. Edward Island the dollar is rated at 6s. 2d., and the 
half-dollar at 3s., these high rates being due to the extrayagant 
issue of treasury notes in that Province. In Newfoundland 
there is no legal rating, but the dollar is taken at 5s. Eren 
this, however, is not the limit of discrepancy between the 
colonies, for it is impossible to make the American and other 
coins exactly fit the currency of account, hence they pass at 
values which are not recognized by laiw. 

The confusion in colonial currency is partly attributed 
to the changes in the standards of American currency, and the 
ever recurring difficulties which are due to the attempt to 
inaintain gold and silver at a fixed ratio of value. In order 
to avoid these difficulties and to bring about a uniform system 
for the various colonies, it had been suggested that the sterling 
standard of England should be adopted, as in the Wedt Indies. 
This suggestion, however, was not favourably received by some 
of the colonies, owing to their intimate intercourse with the 
United States. Hence it appears necessary to amend the pre- 
sent system rather than to attempt to introduce sterling. 

The present basis of the Canadian currency is the gold 
eagle of the United States, which is conveniently rated at 
508., the pound sterling being taken at £1 4s. 4d. The local 
currency of New Brunswick, though varying in details, could 
be adjusted to this system. In Nova Scotia, however, the 
pound sterling is taken at £1 5s. cy., and the Spanish and 
Mexican coins are valued in currency on that basis. In Prince 
Edward Island the pound sterling is taken at £1 10s. cy., and 
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American gold is slightly undervalued an that basis. It would 
be necessary, therefore, to alter the basis of the currency in 
those two Provinces. It is proposed that the British North 
American colonies should all adopt the Canadian pound cur- 
rency, as related to the sterling pound at £1 4s. 4d., as the 
standard, and that a new gold coin to represent that unit should 
be struck, containing 101.32 grs. of standard gold, or 92.877 
grs. of fine gold. It would then be necessary to arrange a suit- 
able silver and copper currency. But, as it is impossible to fix 
a permanent intrinsic ratio of value between gold and silver, it 
is unnecessary to fix the silver and copper currency on an 
intrinsic basis. To retain the fractional currency in circula- 
tion the British system is the only safe one, namely, to over- 
value the silver coins and limit their legal tender. It would 
no doubt be most convenient to make the subsidiary silver 
coins decimal parts of the pound currency. 

This system of currency would necessarily exclude the 
use of foreign silver coins as legal tender, except to a limited 
amount. But the gold coins of Britain and the United States 
might be used at their appropriate ratio to the Canadian 
pound. Such were the essential features of Sir Charles Wood's 
analysis of the colonial currency situation, and his proposal 
for its unification. 

In considering the Canadian and New Brunswick bills 
in the light of this memorandum, the Lords of the Treasury 
first of all expressed their entire agreement with it. From 
that point of view the only radical objection to the Canadian 
measure was its retaining the American dollar as unlimited 
legal tender. Obviously, in the light of the action then being 
taken in the United States to reduce the intrinsic value of 
their silver coins, that portion of the act would have to be 
revised. While doing so, the treasury officials advised, a new 
bill should be framed giving effect to the plan outlined in Sir 
Charles Wood's memorandum. The special features to be 
incorporated in the new measure they set forth in seven sec- 
tions, every one of which was afterwards adopted in the first 
draft of Mr. Hincks' new bill. 

The Lords of the Treasury disclaimed any intention to 
interfere with the clauses of the bill then before them for 
establishing the decimal system of currency, provided only that 
it should be adapted to the proposed standard of the pound 
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currency. They would propose that the gold coin to be struck, 
representing the pound currency, be called a " Eoyal/' They 
do not consider that any silver coins larger than an equivalent 
of the American half-dollar need be struck, and they suggest 
that the minor silver coins should be called shillings, half, and 
quarter shillings. In the case of the gold coins to be struck, 
the expense of furnishing them would have to be borne by the 
various Provinces. But the British Government wtould be 
willing to furnish the silver coins through the medium of the 
Commissariat Department, the seigniorage on them meeting 
the expense of coinage. The minute of the Lords of the 
Treasury containing these observations and recommendations 
was dated July 17fch, 1852. 

This communication lacked altogether the imperial tone of 
the former despatches, which had called forth the vigorous 
rejoinders of Mr. Hincfcs in defence of the constitutional rights 
of colonial legislatures. So far as obtaining a respectful hear- 
ing for their recommendations, the milder methods' were 
eminently justified. Mr. Hincks, as we shall see, was willing 
to give way on every point, although the Assembly was not 
inclined to be so pliant. 

When first made public, the plan of the British Treasury 
seems to have commended itself to a good many Canadians', 
who, on further reflection, concluded that it was impracticable. 
As we have already seen in connection with former discussions 
on the subject, the proposal for a Canadian coinage, based 
upon the standard of the pound currency, had been frequently 
put forward, but hitherto had been steadily discouraged by the 
Home Government. Now, the majority of those who had 
favoured the currency standard, or even the pound sterling, 
were converted to the decimal system of dollars and cents. In 
any case the minute of the Lords of the Treasury made it 
plain to the Canadian Government that the decimalizing of 
their currency and the adoption of the gold standard meant 
a more radical re-arrangement of their system than they had 
apparently suspected. They, therefore, set out to develop a 
more comprehensive measure on the whole subject of the 
currency. 

The new measure was foreshadowed in the Speech from 
the Throne, at the opening of the session of 1852-3. A bill 
was promised, with the double object of placing the currency 
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of British North Amerioa on a unifonn basis, and of intro- 
ducing the decimal system. After some delay the bill was in- 
troduced, and ample time was given for its consideration before 
it was brought to a second reading in April, 1853. 

In his opening speech Mr. Hincks stated that the effect of 
the bill would be to put our currency upon a gold basis pre- 
cisely similar in value to that of the United States. But, he 
did not consider it expedient to adopt the dollar as the unit 
of account, since we had no Canadian coin to represent it, 
It seemed to him that the alternative standards to be con- 
sidered were the pound currency, and the half-pound, with a 
gold coin as a representative of the unit chosen. He had 
adopted the half-pound as the better unit, and the gold coin to 
represent it was to be called a ** royal.'' The shilling, there- 
fore, would be one-tenth of a royal, and in order to complete 
the decimal system it was proposed to have a new coin to be 
called a mark, which would be one-tenth of a shilling. He 
had noted the popular interpretation of this measure as indicat- 
ing that he had been forced to submit to the officials of the 
British Treasury, but this wes not so. The recent changes in 
the relative values of gold and silver, and the action of the 
American Government in virtually adopting the gold basis, had 
removed the ground of dispute with the Home Qovemment. 
He did not wish, however, to commit himself to the details of 
the bill, desiring rather to haye the opinion of the House on 
the subject. 

The debate which followed made it very evident that 
while a number of members, for sentimental reasons, would 
have desired the introduction of the sterling system, yet, as a 
matter of domestic convenience and owing to our close rela- 
tions, in all exchange matters, with the United States, it would 
be much better to adopt the decimal system of dollars and 
ceots. Very few favoured the adoption of the new system of 
royals, shillings and marks. Mr. Brown voiced the opinions 
of the great majority when he said that the chief object to be 
aimed at in reforming the currency was simplicity, and that 
could be best attained by adopting the decimal system. But, 
to adopt a set of coins which were entirely new, not only to 
the rest of the world, but to the Canadian people as well, would 
never do. He was entirely in favour of the system of dollars 
and cents. As to adopting the proposal to supply the 
country with a complete gold and silver currency, that would be 
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a very serious and costly undertaking. Canada was not then 
in a position to maintain an independent gold coinage which 
would be accepted in international exchange, and there was 
little need for such a coinage in domestic trade. However, a 
fractional silver coinage for domestic use only was very neces- 
sary. Mr. John A. Macdonald said that on sentimental grounds 
he leaned towards the sterling standard, hut having regard to 
the cloee connection, in all exchange matters, with the United 
States, he thought it best, as a praictical measure, to adopt 
the American decimal system. He referred to the fact that 
Britain was itself seriously considering the adoption of the 
decimal system, the Government having appointed an impor- 
tant committee to investigate the question. The very general 
opinion of the press was fairly expressed by the Toronto Leader 
in the statement, that in a country like Canada, situated on 
the borders of the United States and with more than one-half 
of its trade carried on with that country, it is necessary to 
adopt the system in force there. The. present currency system 
does not harmonize with that of Britain, or with that of the 
United States. In spite of all attempts to prevent it, the 
Canadian currency has tended steadily towards dollars and 
cents. The notes of all the banks are expressed in dollars, and 
there is no need for perplexing the country with a third system 
of royals and marks. Further, ivhen Canada has set the 
example the lower Provinces will soon fall into line. And 
so it turned out, though not without persistent effort. 

In consequence of the strong inclination of the majority 
towards the decimal system of dollars and cents, Mr. Hindra 
immediately abandoned the idea of a gold coinage and the pro- 
posed system of royals and marks, and promised to simply 
legalize transactions in dollars and cents and make them the 
money of account. He would provide, however, for a sub- 
sidiary silver currency for the convenience of trade. The 
supply of copper coinage he proposed to leave to the banks as 
<at the time, saying, that it was inconvenient for the Govern- 
ment to have anything to do with it. However, it was found 
that it would be more diflScult than expected, to immediately 
provide the means for carrying out the new system. Hence 
the act, as finally passed, was rather a declaration of intention, 
or an enabling measure, than an act specifically introducing 
a new system of decimal coinage. Still the act quite changed 
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the bask of the Canadian currency and cut off the l^al cir- 
culation of foreign silver coins*. It repealed all acts previously 
in force, and provided that the denominations of the currency 
of the Province should be pounds, shillings and pence, and 
dollars, cents and mills. Any statement of accounts or of 
money value might be legally made in terms of either system, 
and the public accounts of the Province were to be kept in 
such of the denominations of current money of the Province 
as Her Majesty should from time to time direct. The pound 
currency should represent 101.321 grs. of gold of the same 
standard as the gold coins of the United Kingdom, and the 
dollar should represent one-fourth of that weight of gold. Her 
Majesty might direct legal tender gold coins to be struck for 
the use of the Province, under such names and for such sums 
as might be stated by Royal Proclamation. The pound ster- 
ling should be equal to £1 4s. 4d., or $4.86§ cy., and the gold 
coins of the United Kingdom should pass current as legal tender 
at that rate. Her Majesty was empowered to direct the issue 
from the Royal mint of special silver coins for circulation in 
Canada, of the same standard of fineness and value as the 
British silver coins, and they were to have such names and 
values assigned to them, and to be legal tender at such rates as 
Her Majesty by proclamation might direct. Until it was other- 
wise ordered by Royal Proclamation, the silver coins of the 
United Kingdom should pass current in the Province for their 
equivalent values in terms of the Provincial currency. But, no 
other silver coins than those mentioned in the act should pass 
current as legal tender, and none of the authorized silver coins 
were to be legal tender for more than ten dollars, or fifty shil- 
lings currency. The copper coins of the United Kingdom 
should be legal tender to the extent of twenty cents, at the rate 
of two cents for the penny and one cent for the halfpenny. 
Special copper coins of the same standard might be struck for 
circulation in the Province, and when they were issued the 
right of legal tender might be withdrawn from the British 
copper coins. The American eagle, coined before 1834, was 
rated as legal tender at $10.66§, or £3 13s. 4d. cy., and the 
American eagle coined after that date and so long at it retained 
its existing standard, was to be legal tender at $10, or £2 10s. 
cy., and the half-eagle in like proportion. The gold coins of 
other countries might be admitted as legal tender by Royal 
Proclamation. 
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Thifi act was more remarkable for what it abolished than 
for what it established. The apparently radical policy of re- 
moving American silver from the list of legal tender coins^ 
and the establishment of gold alone as the basis of Canadian 
currency, including bank notes, requires some further explana- 
tion. Thi& is found in the changes which had just taken 
place in the relations of gold and silver in the United States. 
As already noted, in 1834 the standard of the American eagle 
was reduced so as to change the relation of silver to gold from 
a ratio of fifteen to one to a ratio of sixteen to one, approxi- 
mately, as it was found that the ratio of fifteen to one tended 
to drive gold out of circulation. After this change was 
effected, gold re-appeared in the general circulation of the 
country. There continued to be a fair equality between the 
metals for the next ten or twelve years. Then, the discoveries 
of gold in California and Australia greatly increased the 
available quantity, and very soon placed silver at a premium. 
The result was, that, between 1848 and 1851, the American 
silver in circulation rapidly diminished and the silver dollar in 
particular practically disappeared, the gold dollar being 
authorized, and first coined in 1849, to take its place. There 
was a very real famine of fractional currency, which was every- 
where at a premium. To remedy this evil the act of 24th 
February, 1853 was passed, by which the amount of silver in the 
silver coins from fifty cents downwards was diminished, their 
free coinage was withdrawn, and their legal tender limited to 
five dollars. In this act no reference was made to the silver 
dollar, which no one ever expected to see again, so that while 
its free coinage and unlimited tender were still legal, few 
were likely to take advantage of them. Subsequently, in 1873- 
4, the practiioal monometallism of the American currency was 
made legal. Thus, from 1863 to 1878, the isXe of the Bland 
Act, the United States was really a gold standard country with 
a fractional silver currency, as in the case of Britain. This, 
then, will explain the disappearance of American silver from 
the Canadian legal tender list, and the stimulus given to the 
desire, as well as need, for a speical fractional currency for the 
Province. Yet several years passed before any effective steps 
were taken towards giving concrete expression to the policy 
adopted, and the powers provided for, in the Canadian act of 
1853. Her Majesty^s approval of the measure was signified by 
proclamation on August 1st, 1854. 
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In the meantime an election had taken plaee^ and at the 
opening of the following session, in September 1854, the 
Hincks ministry was defeated and a coalition Government took 
its place, with Mr. Cayley as finance minister. Until it had 
assimilated some of its incongruous elements and eliminated 
others, the new ministry was ineflScient and apparently over- 
whelmed with the magnitude of its inheritance. Mr. Cayley in 
particular, proved himself as little capable of taking a large 
and intelligent grasp of financial measures, after the Hincks 
regime as before it. 

In October 1854, Mr. Ferrie inquired of the Government 
when the act to regulate the currency was to be made effective, 
by the introduction of a Canadian silver and copper currency. 
Mr. Cayley replied that the new ministry had not yet reached 
that question. The following session, in April, 1855, Mr. 
Mackenzie, now returned from exile and from the county of 
Haldimand, submitted the third report of the Committee on 
Public Accounts, which dealt with the subject of the practical 
introduction of the decimal system. The committee had been 
at considerable pains to obtain information on the subject. 
In reply to inquiries sent out, they had secured the opinions 
of representative Canadians in all important branches of busi- 
ness and professional life. Merchants, legislators, govern- 
mental oflScials whose duties were connected with financial 
affairs, bankers, railroad officials and educational authorities, 
were all alike in favour of the immediate introduction of the 
decimal system, and almost all of them decidedly in favour 
of the United States currency of dollars and cents. At the 
same time the committee had discovered and pointed out, that 
a considerable re-arrangement of the terms of legal obligations 
expressed in the old currency, would have to be effected. 
Various fees, taxes, customs^ dues, postal rates, etc., would 
have to be converted into terms of dollars and cents, and this 
could not always be done with perfect accuracy. For practical 
purposes, however, they considered that no special hardship 
would result from taking the cent as equivalent to the half- 
penny, five cents as equivalent to threepence, ten cents to six- 
pence, and twenty cents to a shilling. Considering the sub- 
ject on its merits, and taking the concensus of opinion as 
expressed in the evidence before them, the committee reached 
the conjclusion, that it was inexpedient to recognize and en- 
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courage two distinct systems of currency, the pound and the 
dollar. One standard of value and unit of account should 
alone be adopted, and that should be the American dollar. 
Consequently, the committee submitted to the Legislature the 
following resolution: — "That after the 31st day of January, 
1856, there shall be but one currency of account and payment, 
of which the dollar shall be the unit and standard of value; 
the public account* shall be kept in dollars, cents and mills; 
and the coinage be equal in intrinsio value to that of the 
United States.^' 

On May 14th, Mr. Mackenzie moved the adoption of that 
portion of his resolution which referred to the keeping of the 
public accounts in decimal currency, saying that if this were 
done every merchant throughout the country would soon fol- 
low the example. Again, Mr. Cayley had to confess that the 
•Government had been so busy with other matters that they 
had not time to take up the question of the currency. A num- 
ber of the members thought the Government very dilatory in 
the matter, but, with the understanding that it would be 
speedily attended to, the withdrawal of the resolution was agreed 
upon. The following session, however, found Mr. Cayley in 
much the same position as before. On March 26th, 1856, Mr. 
Mackenzie moved the full resolution of the Committee on 
Public Accounts. In supporting his motion he enlarged upon 
the benefits of the decimal system and referred to the unanimity 
of the opinions in favour of it. This year Mr. Cayley^s excuse 
was that the British Government had the decimal system 
under consideration, and it would be well for the Canadians to 
wait its decision, as it might be advisable to adopt the British 
system rather than the American. He admitted, however, that 
the decimal system in some form was desired by almost every- 
one in the country. There were, he urged, some inconveniences 
to be apprehended in adopting the American system, as, for 
one thing, it would lead to the draining of coin from the 
Canadian banks. He, therefore, once more urged delay, and 
was supported by his colleagues. The opinions of those who 
were growing weary of ministerial delays were voiced by Mr. 
Brown, who pointed out that waiting for the lead of the British 
Ministry in such a matter was a very uncertain policy. The 
issue was not a practical and popular one in Britain as it was 
in Canada, where the system of dollars and cents was perfectly 
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well understood, as no possible British alternative could be. 
Letters were read from several bank managers saying that 
they would immediately adopt the system if the Government 
did. However, the Government steadily resisted all action in 
the matter, and the resolution was defeated. Two days later, 
Mr. Ferrie moved another resolution with reference to the 
currency, which was, — " That this House considers it expedient 
that a suitable coinage be procured for this Province.^^ In sup- 
porting it, he referred to the great want of a suitable fractional 
currency for making change. Though the Bank of Upper 
Canada had been authorized by act of Parliament to import 
copper coins, it had not done so lately. Referring to the 
authority given under the act of 1853, to provide a Provincial 
currency, he said the object of the resolution was to have the 
Government take action under it. Seeking once more to 
escape action, Mr. Cayley argued against his position of two 
days before. Then, he maintained that to adopt the American 
currency would be to render the country liable to a drain of 
bank reserves to the United States, where so many Canadian 
notes were in circulation. Now, he held that to adopt a cur- 
rency of our own, would be to discourage the circulation of 
Canadian bank notes in the United States, because they could 
not be rendered in American money. Still, he undertook to 
see what arrangement could be made with the banks to increase 
the supply of small coins. After some further discussion the 
resolution was withdrawn. 

Three months later Mr. Mackenzie, backed by Messrs. 
Brown and Dorion, once more brought forward his currency 
resolution. Once more Mr. Cayley pleaded for time, and got it 
by voting down the opposition. At last, in the session of 1857, 
Mr. Cayley was prepared with a bill requiring the Government 
accounts' to be kept in dollars and cents, and all accounts pre- 
sented to the Government to be rendered in the same, though 
permitting them to have a sebond column stating the amounts 
in pounds, shillings and pence, if so desired. The act, as 
passed, was to come into force on Jan. 1st, 1858, and from that 
time dates the official adoption of the decimal ssytem of dollars 
and cents in Canada, though it had long been growing in 
popular use. 

It was soon realized that before the system could be uni- 
versally applied, it would be necessary to alter numerous 
official ratings, as in the case of postage rates and .minor fees, 
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and to provide a Provincial fractional cnrrency corresponding 
to the new systems of values. As had been predicted by 
those in favour of the system, once the Government had com- 
mitted itself to the decimal currency, by deciding to keep 
its accounts in dollars and cents, a considerable number of 
merchants did not wait for the appointed date, but immediately 
adapted the new system. The banks unanimously agreed to 
keep their accounts in dollars and cents, after the close of the 
year, and urged that the system should be generally adopted 
throughout the country. liter, they gave formal notice to the 
public that, from the first of January, 1858, all negotiable 
securities payable in Canada must be stated in dollars and 
cents, and that they were preparing plates so that all notes 
might be issued in the new currency. To facilitate the change 
various tables of interest and currency equivalents were pre- 
pared in Lower Canada, the new system being less familiar 
there than in the Upper Province. 

Finding that a supply of fractional currency was* very 
necessary to supplement and render effective the adoption of the 
decimal system, the Government opened negotiations with the 
Home Government for the supply of a suitable silver and cop- 
per currency. Before the end of October, 1857, it was under- 
stood that Mr. Wyon, £he celebrated designer to the Royal Mint, 
was engaged upon designs for a new Canadian currency. The 
obverse of the coins was to bear the Queen^s head, and the 
reverse a wreath of maple leaves, with the value of the coin in 
the centre. 

At the opening of the year 1858, owing to the general 
preparation made by the business world, the new system came 
into general operation without any special difficulty and with 
little •comment, beyond approving references in the reports 
of various boards of trade. It was realized, however, that 
various supplementary resolutions were necessary, in order to 
bring the postal rates and the customs duties into harmony 
with the system. 

About the middle of the year, the Government received 
from the Royal Mint a supply of the new Canadian coinage, to 
the amount of $300,000. This was made up of $100,000 in 
twenty cent pieces, $75,000 in ten cent pieces, $76,000 in five 
cent pieces, and $50,000 in one cent pieces. Much surprise 
was expressed that there was no supply of twenty-five cent 
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pieces, regarded by many as the most necessary of all. Later, 
a further supply of Provincial coins was* received, making the 
total amount of the old Provincial issue $460,000. On Decem- 
ber 10th, Sir Edmund Head, by Royal Proclamation, under 
authority of the act of 1853, gave legal currency to the new 
coinage. i 

Once the decimal system was firmly established there 
arose some diflSculty with reference to the silver coins pre- 
viously in circulation. The currency act of 1863 had made the 
British shilling legal tender to the limit of $10, at its pro- 
portionate value in the currency of the Province, though no 
specific value was assigned to it. However, the pound sterling 
being rated at $4.86§, the shilling was theoretically rated at 
24^ cents. At firet it was taken in retail trade as equivalent 
to 25 cents, and this may have been the chief reason for not 
ifcBuing a special Canadian coin of that value. At 26 cents, 
however, even the nominal value of the shilling was obviously 
over-rated. It thus became profitable to import it, with the 
result that by the middle of 1859, the number of shillings in 
circulation had come to be an embarrassment to the merchants. 
They could not dispose of them to the banks at their current 
value in trade, nor were they legal tender beyond ten dollars, 
even at their proper value of 24^ cents. Toronto was the 
first centre to adopt measures of protection. In 1859, the 
Toronto Board of Trade petitioned the Qovemment to arrange 
for the withdrawal of the British silver coins in circulation. 
Failing in that, the leading merchants and others, by mutual 
agreement, determined not to accept the shillings at more than 
24 cents each. They sought also to induce the merchants of 
other cities and towns, and especially those of Montreal, to 
adopt a similar policy. The Montreal merchants, however, 
declined to comply with the Toronto suggestion, and in con- 
sequence soon found themselves flooded with shillings, faith- 
fully gravitating to the best market. The Montreal Board of 
Trade than applied to the banks to have the unwelcome coin 
removed from circulation. The banks in reply, gave it as 
their opinion that the most effective remedy was* to have the 
Government reduce the value of the coin. Still, the banks 
would undertake to accept them at 24 cents, and engage to 
export all they received. But, so long as the merchants con- 
tinued to accept them in retail trade at 25 cents, the action of 
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the banks would be of little avail, since fresh supplies would 
be steadily imported. Obviously, the only effective remedy 
was that adopted by the Toronto merchants. 

After the conversion of the American fractional silver into 
a token coinage, by the reduction of its intrinsic value in 1853, 
it once more re-appeared in circulation. Soon it began to find 
its way into Canada, especially under the influence of the 
Reciprocity Treaty, although in Canada it had no legal status. 
It was urged in many quarters that, for the relief of the retail 
merchants, it would be necessary to make American silver a 
legal currency once more, and to considerably extend the limit 
of legal tender payments in all silver coins. Some urged also 
the adopting of a Provincial gold coinage. These and other 
matters were referred to the special committee, appointed in 
March, 1869, to consider the general subject of the banking 
and currency of the Province. The committee submitted 
various questions to the leading bankers and others in the 
Province, and the replies of the former were printed with the 
report. The most important questions bearing on the cur- 
rency were the following: Should silver be made legal tender 
to a larger amount than at present ? Would a Provincial gold 
coinage be of advantage to the country? The great majority 
of the representatives of the banks expressed themselves as 
opposed to an increase in the legal tender of silver and as con- 
vinced that there was no need for a Provincial gold coinage. 
The silver proposition was opposed on the sound principle that 
nothing should be made legal tender to any considerable extent 
which was not intrinsically worth its face value. In the case 
of the proposed gold coinage, it was pointed out that there 
was' no occasion for it in domestic exchange, and for bank 
reserves and foreign exchange it was necessary to hold coin 
which would command its face value everywhere, as in the case 
of British and American gold, and this the Province could pro- 
cure, in any quantity needed, on economic terms. The Bank 
of Upper Canada, having regard to the unpleasant experience 
of being called upon to redeem notes circulating in the neigh- 
bouring states, was in favour of the banks being permitted to 
pay five per cent, of any demand for note redemption, in the 
new Canadian silver coins. It also favoured a gold coinage 
of four and two dollar pieces. With the same object in view, 
the Quebec Bank thought that silver might be made legal 
tender to the extent of $40. The Banque du Peuple reflected 
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popular feeling with reference to the plethora of shillings, in 
suggesting that British fractional silver should be reduced in 
value about two and a half per cent., and then made legal 
tender to the extent of $400. 

After the outbreak of the American civil war and the 
suspension of specie payments by the Government and the 
banks, the circulation of American silver in Canada greatly in- 
creased. The United States Government paper and bank 
notes passed to a heavy discount, varying in amount with the 
fortunes of war, the extent of the Government issues, and the 
manipulations of speculators. At the same time, under the 
Reciprocal Treaty and in consequence of the war, the demand 
for Canadian produce was very great. From long usage, 
American silver had a tendency to pass current at its face 
value, and that being the cheapest form of acceptable pay- 
ment, it found its way into Canada in rapidly increasing quan- 
tities. The banks and brokers- accepted it only at its exchange 
value, which was at from four to four and a half per cent, dis- 
count. The retail merchants and others found themselves 
increasingly flooded with British and American silver, of which 
they could rid themselves only at a loss, hence they naturally 
wished to be enabled to pay it away in larger quantities, as 
legal tender. 

Notwithstanding the opposition of the banks, various bills 
were brought forward in the Legislature with a view to expand- 
ing the legal currency of silver. The first was that of Mr. 
McMicken, introduced on March 1st, 1859, which authorized 
the banks to tender, in payment of their notes. Provincial sil- 
ver coins, to the extent of one-tenth of the whole sum offered 
for redemption. This was in line with the views of the Bank 
of Upper Canada and the Quebec Bank. The Board of Trade 
of Montreal petitioned against this bill, and the Government 
opposing it, it failed. 

The rising tide of American silver caused another effort 
to be made in 1863. On March 6th, Mr. Tass6 introduced a 
bill to make British and Canadian silver legal tender to the 
extent of $400, or £100 cy., also to authorize the circulation of 
the silver coins of the United States at a discount of six per 
cent., and, at that rate, as legal tender to ttie same amount as the 
other silver. This was the plan proposed by the Banque du 
Peuple and favoured by a number of papers in the Province, 
though by some the legal tender was regarded as too high. 
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Notwithstanding that Mr. Tas&k introduced his bill for three 
successive sessions, it failed to pass. The people oontinned to 
struggle as best they could with the surplus silver, until they 
had gradually learned the lesson that it is useless to take even 
money at more than its real value, and then expect some one 
else, be it Government or bank, to relieve you from the 
inevitable loss. Experience showed that there was no diflBculty 
in getting rid of the silver at its exchange value, which was at 
four to four and a half per cent, discount. In January, 1863, 
the Post Office Department issued instructions to receive the 
British shilling at 24 cents, American quarters at 23 cents, 
dimes at 9 cents, and 3 cent pieces at 2 cents. This was equiva- 
lent to a discount of seven per cent, on American silver, and 
four per cent, on British. But, the commoner rating was that 
adopted by the merchants of the towns, namely^ to accept 
dimes at 9 cents, quarters at 24 cents, and fifty cent pieces at 
48 cents. Numerous complaints were made of corporations, 
such OS the railway companies, which at once exacted a discount 
of four per cent, on British and American silver, and insisted 
upon paying out the same coins in change at their face value. 
The Government took no further action in the way of 
regulating the metallic currency, until the political future of 
the country was determined by the confederation of the British 
North American Provinces, when the currencies of all the 
Provinces were unified on the basis of the decimal system, with 
the gold coinage of the United States as standard. 

Adam Shortt. 
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FEAUDULENT PREFERENCES. 



BY Af KIVE8 HALL, OF THE MONTREAL BAR. 

"The property of a debtor is the common pledge of his creditors, 
and where they claim together, they share its price ratably unless 
there are amongst them legal causes of preference." Civil Code, 
Art 1981. 

THE principle preserved in this article, in virtue of which 
creditors may attack fraudulent preferences, comes to 
us unchanged, in all its original force and justness, from that 
fountain of legal wisdom, the Roman law. The action too, 
given by the Romans for the enforoement of this principle, 
and styled by them the Actio pauliana, has been reproduced 
in every essential particular, even to the term of one year for 
prescription, in our Code, and reads as follows: — "Creditors 
may in their own name impeach the acts of their debtor m 
fraud of their rights/' (Art. 1032.) The Code Napoleon has 
preserved this salutary law in one article (1167), leaving to 
the authors and jurisprudence the duty of amplifying and 
applying it; but our Code has gone farther and in nine arti- 
cles (1032-1040) has given the rule itself and some further 
details of its proof and applioation. 

This necessarily short account of so important a -paxt of 
our law msut be confined to its terms and interpretation in the 
Province of Quebec, although these do not, except in one or 
two respects, differ materially from the statute law that governs 
the relations of creditor and debtor in the Provinces that fol- 
low the legal system of England. Indeed so closely does the 
statute of Elizabeth resemble the actio pauliana that we are 
strongly reminded of that great plagiarist, Bracton, who palmed 
off on Ms not too widely read oontemporaries, and generations 
of compkisant suoceseors, whole pages of Roman law as the 
wisdom of the Common law; and we are convinced that Sir 
Henry Maine did not go too far when he declared that the 
Roman law *'i8 the source of the greatest part of the rules 
by which civil life is still governed in the Western World.^^ 

It will be noticed that our article 1032, the substance of 
whidi we have quoted above, gives, as does also the Statute 
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of Elizabeth, a right of action to any creditor against any debtor 
who seeks to defraud him. But the jurisprudence on fraudu- 
lent preferences arises principally and naturally in cases of 
insolvency. Should a debtor transfer a large pM*t of his pro- 
perty, and still retain enough to pay all his liabilities, it is 
apparent that there could be no fraud, for the creditor would 
not be deprived of the just payment of his debt; and in the 
neighbouring Provinces supplementary enactments have been 
passed, that refer especially to transfers by insolvent persons, 
and thus still further adopt the principles of the Civil law. 
For while the English Common law rewarded the diligent cre- 
ditor by distributing the estate of the debtor according to 
priority of judgment, the bankruptcy system, which is based 
on the Civil law, regards the assets of the debtor as belonging 
to the whole body of creditors, and properly to be distributed 
ratably among them. (Parker, p. 109.) Although practically 
the right exists only in cases of insolvency, in theory it may 
be applied even though the debtor nmy still have abundant 
means to pay all his debts; as for instance, when his remaining 
estate is not readily available, or is in a foreign country (Aubry 
& Eau, IV., p. 132). In British Columbia a conveyance of 
land, though the vendor was solvent at the time, was set asiide 
on the ground that it resulted in denuding him of all his 
property and so rendering faim insolvent thereafter (Sun Life 
Asace. vs. Elliott, 31 S.C.B. 91). 

Our examination will then confine itself to questions aris- 
ing on the debtor's insolvency. And here one important differ- 
ence between our law and that of the other Provinces must be 
pointed out. With us it makes no difference whether the 
transfer or evasion has been effected, voluntarily or only under 
the threats of the preferred creditor. Under the English law 
it, was considered that, to constitute a preference, the transfer 
should be a voluntary one, and the jurisprudence so far ren- 
dered the remedy nugatory, that the mere demand of the cre- 
ditor was deemed to be sufficient to remove the volition of 
the debtor and validate the transfer. Provincial Statutes have, 
however, somewhat improved the defrauded creditor's position 
by excluding the " doctrine of pressure" from transactions im- 
peached within sixty days. 

(R.S.O.. c. 147, 8. 2— N.S. 61 V.. c. 11— P.E.I. 61 V., c. 4— N.B. 58 
v., c. 6— R.S. Man., c. S.) 
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The righit of the creditors to attack a fraudulent prefer- 
ence is conmion to all and cannot be exorcised by one^ or some 
alone, for their own benefit. The condneions must pray that 
th« property alienated be restored to the general fund for 
distribution among the creditoPB generally. And so where an 
assignee, with some of the creditors as co-plaintiflfs, applied 
to have such a transfer annulled his action was diamissed, be- 
cause he was asking the aid of the court to obtain, after the 
debtor's assignment, a preference for his oo-plaintiffs who had 
joined him in the action for the purpose of recovering for 
themselves exclusively an amount, the payment of which to 
them could not be made without committing an act of fraudu- 
lent preference to the prejudice of his other creditors (Longley 
vs. Van. Allen, 32 S.C.R. 174.) 

1. What Acts may be Impeached. 

The word used by our article is very general; and the 
doctrine is that it covers any act^ of wbiatever nature, the re- 
sult of which is to defraud the creditors. Thus the creditors 
may attack th€ debix>r'8 renumciation of delays in procedure 
so afi to allow a special creditor to obtain an earlier execution 
(McBean vs. Tessier, 13S. 242); the waiver of, or acquiescence 
in, prescription; the refusal to accept a successdon, legacy or 
community; even a sale for good and valid confiiderotion if part 
of the price be simulated or be not tumod to the profit of the 
creditors ((Aubry & Kau, IV., 130.) We are, however, chiefiy 
concerned witii fraudulent transfers of property, whether by 
sale, mortgage, gift or contract of marriage. 

2. Essentials of the Act. 

To be fraudulent the aot must both spring from an intent 
to prejudice, and in fact prejudice the creditors. The croditory 
then, who wishes to set aside any transfer mu«t prove bad faith 
om the part of the debtor, who though insolvent maintaine the 
free disposition of his goods and may alienate them when there 
is no fraudulent intent ((Desrosiers vs. Meilleur, 2 s. 411). 
This rule validates many assignments made to secure advances 
by which the debtor hopes to dear himself of debt In the 
leading case of Broeeard vs. Bupras (19 S.C.B., p. 531), the 
debtor gave to one of his creditors, to secure a loan made to 
assist bim in the payment of his composition, a mortgage the 
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Talidity of which was mainitaiiied by the Supreme Court. There 
wafly it is trae> in that case a strong opinion that the security 
was tainted with fraud, but there was no question of the cor- 
rectness of the principle that in the absence of fraud the 
hypothec was good. This is the law also in the other Pror- 
inces where it is held that a mortgage made in the bona fide 
belief that the mortgagor would thereby be enabled to continue 
his business and pay his debts in full is valid; and there must 
be the intent on the part of the debtor to prefer the particular 
creditor in order to set aside the impeached conveyance (Ood- 
ville vs. Eraser, 2 Com. Law E. 66, K,B., Man.). And when 
a father sold his farm to his sons, but continued to reside as 
Tisual in the farm house, his name still appearing on the county 
valuation roll, the conveyance was upheld, although not regis- 
tered until after his insolvency, on the ground that being 
solvent at the time of the sale, there was no evidence of fraud. 
E. T. Bank vs. Bishop, M.L.E., 5 Q.B. 216.) In Adams vs. 
Boucher (2 S. 182) the sale was suspicious because the pur- 
chaser allowed the debtor to remain in possession; but, as the 
contract was onerous and it was apparently believed that the 
money paid would clear off his liabilities, the court held that 
there was not sufficient evidence of bad faith to void the trans- 
fer. And in this connection it may be observed that there 
is a well marked distinction between a fraudulent transfer 
and a simulated one. The former is only voidable, the latter 
is absolutely void. The fraudulent transfer can be attacked 
only by an interested third party, for between the parties it 
remains binding; but a simulated sale may be set aside by one 
of the parties themselves (Dorion vs. Dorion, 3 Q.B.R. 376). 
And simulation may be invoked even when the debtor was not 
insolvent (Lighthall vs. O'Brien, 6 S. 159). 

Since the creditor must have been prejudiced by the act 
complained of it is obvious that subsequent creditors, unless 
subrogated in the rights of an anterior coreditoor cannot attack 
the transfer (CO. 1039). A creditor cannot complain that an 
act performed before the existence of his claim is in fraud of 
that claim. But cases have arisen when the debtor has made 
the transfer in contemplation of defrauding his subsequent 
creditors, and then the rule suffers an exception (Marcad6 IV., 
502), (Murphy vs. Stewart, 12 E.L. 501). And a subsequent 
creditor may, of course, impeach a simulated sale, for such 
a sale is, as pointed Out, absolutely roid. (Qendron vs. La- 
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branche, 3 S.C. 83). Marcad6 also expresses the opimon, whiciti 
would doubtless be followed here^ that although subsequent 
creditors could not take an action in reyocation of the transfer^ 
they should nevertheless profit by it when it is suicoessfully 
pleaded by others. 

3. Pboof and Pbesumptions. 

It is apparent from the tenor of the cases cited, that the 
great diflSculty, opposed to the creditors in their effort to avoid 
a fraudulent preference, is the proof of bad faith. Our Code 
has somewhat lightened this burden by setting forth some gen- 
eral presumiptions that will give the creditor a prima facie 
case. 

" 1034. A gratuitous contract is deemed to be made with 
intent to defraud, if the debtor be insolvent at the time of 
making it. 

" 1035. An onerous contract made by an insolvent debtor 
with a person who knows him to be insolvent is deemed to be 
made with intent to defraud. 

" 1036. Every payment by an insolvent debtor to a creditor 
knowing his insolvency, is deemed to be made with intent to 
defraud, and the creditor may be compelled to restore the 
amount or thing received or the value thereof, for the benefit 
of the creditors according to their respective rights.'* 

The presuanptioai is more stringent in case of a gratuitous 
oontract, because the transferee has nothing to lose, and his 
return of the property received will but place him in his ori- 
ginal position. A transferee for value, however, may not be 
able to recover the consideration he gave the debtor, so the 
law does not penalize him unless he were conversant with the 
debtor's insolvency. And to prove this knowledge, on the part 
of the favoured creditor, both direct and indirect, evidence is 
admissible. One of the circumstances which throws ordin- 
arily most light on the bad faith of third parties is the notoriety 
of the debtor's distress, and whoever, thereafter, makes with 
him an agreement prejudicial to his creditors, will have diffi- 
culty in maintaining his exception of good faith; the presump- 
tion will be against him until he has proved that the notoriety 
has not reached him. And it is an indication of fraud when 
the employment of the price of the alienation does not appear; 
when the books of the debtor show no entries of the trans- 
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action. So, where a debtor enters into a contract, twenty- 
three days before making an abandonment, by which he trans- 
fers to one of his creditors practically the whole of his stock 
in trade, it may be presumed that the debtor is in a state of 
insolvency, and the creditor's knowledge of that insolvency 
may be presumed from the fact that he had been doing basinees 
with the debtor (as his banker) several years and had an inti- 
mate knowledge of his affairs; that the insolvent was indebted 
to him in a large amount; that he held overdue paper; and 
that he was aware that he was indebted to others (Gilmour vs. 
Letoumeux, 1 Q.B. 294). 

Where the customer of a bank was heavily involved in 
the failure of a third party, whose notes, endorsed by him, 
are held by the bank, and collateral security was subsequently, 
but before his own abandonment, transferred ix) the bank by 
the customer, it was held that the bank had knowledge of the 
customer's insolvency from tho date of the third; party's failure, 
and the assignments of paper not yet due and warehouse re- 
ceipts were fraudulent preferences given to the bank. (Steven- 
son vs. Can. Bank of Commerce, 23 S.C.B. 530.) 

It has been held, and is now the reoognized law in our 
Province, that the lack of formal delivery and displacement 
is one evidence and an important one that no reel purchase or 
sale was intended between the parties, but that it was an effort 
in view of the debtor's embarrassment to improve the position 
of a creditor at the expense of the general mass of creditors 
(Eickaby vs. Bell, 2 S.C.R. 660; and Dupuy & Cushing, 22 
L.C.J. 201). But presumptions of fraud may be rebutted, for 
mere insolvency is not of itself sufficient cause for setting aside 
a mortgage; there must be fraudulent intent (Warren vs. Shaw, 
12 L.C.J. 309). And where acting in good faith a debtor, 
who subsequently became insolvent, had bought a quantity of 
bark in his own name, but with the moneys advanced him by 
his creditors, it was held, that although the bark had not been 
delivered and was still in the debtor's possession, the creditor 
had the right to revendicate the same in the hands of the cu- 
rator. (Church vs. Bemier, 1 Q.B. 257.) 

In Ontario the law is slightly different from ours, for there 
there must be a concurrence of intent to defraud on the part 
of both debtor and creditor; and if the creditor, though he 
had notice or knowledge of insolvency, acted in good faith. 
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receiving his preference without any participation in the intent 
of the debtor, the transaction will be considered valid (Parker, 
"Frauds on Creditors," p. 166). In Manitoba there is^ how- 
ever, a closer resemiblance to our law, and '^ if the transferee 
has sUiCh a knowledge of the debtor's finaiucial position that 
an ordinary business man would conclude from it that the 
debtor was unable to meet his liabilities, constructive notice of 
the insolvency should be imputed to him prima facie, he being 
at liberty to rebut it/' (Parker, p. 167.) And knowledge of 
insolvent circumstances may be inferred. So a mortgage given 
to a creditor to secure his claim at a time when the debtor knew 
he was insolvent, may be set aside as a fraudulent preference, 
although it has been obtained by pressure and was given with- 
out any desire on the part of the debtor to prefer the 
mortgagee, if he knew or should have known that that result 
would follow (Schwartz vs. Winkler, 2 Com. L.R., 51 K.B., 
Man.) 

4. Composition Deeds. 

From the moment then that the creditor's knowledge of 
his debtors insolvency is established either by proof or presump- 
tion, the transfer becomes void, unless it can be shown that the 
parties acted in good faith. The most prolific source of 
litigation on this point, is the composition deed by which 
debtors seek to keep their businesses afloat. It frequently 
happens that one creditor holds out for a better figure, and 
will not consent to sign the deed until he has received some 
preferential security or payment. Such agreements have been 
repeatedly set aside. In the oaae of Brigham vs. La Banque 
Jacques Cartier (30 S.C.R., p. 429), it was held that a secret 
agreement by which one creditor is to receive 40 cents, is a 
fraud on the general body of creditors who receive only 30, 
notwithstanding that the agreement for the additional pay- 
ment may be made by a third person who has no direct interest 
in the insolvent's business, and the promissory note given to 
secure the amount of such preference is wholly void. The 
English law is the same, and holds that when a debtor offers 
his creditors a composition whereby they all are to receive the 
proportionate amount in respect of their debts, it is contrary 
to the policy of the law to allow him to purchase the consent 
of one creditor by payment of his debt in fidl (Atkinson vs. 
Denby, 7 H. and N. 934). In England, however, and in our 
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sister Ppoviiices, should the debtor voluntarily pay the notes 
given for such surplus^ neither he, nor his assignee in the 
interests of the other creditors, will be permitted to recover 
the amount so paid, on the ground that " whoever is a "party 
to an unlawful contract, if he hath once paid the money stipu- 
lated to be paid in pursuance thereof, he shall not have the 
help of the court to fetch it back again/' (Wilson vs. Bay, 10 
A. & E. 82, and Langley vs. Van Allan, 32 S.C.E., 174). 

The English law had indeed made a subtle distinction 
between transfers of property and transfers of money, follow- 
ing which **most of the Provincial Acts have also provided 
that payments of money to a creditor are not open to attack as 
preferences" (Parker, p. 116), and the jurisprudence estab- 
lishes that though ^ third party's cheque is not money in this 
sense, the debtor^rown cheque is money and its transfer may 
not be impeached. 

Our article 1036 explicitly invalidates any payment made 
to a creditor who knows of the debtor's insolvency, and it is 
held that there is no difference between a payment and a 
contract (Beaulieu vs. Levesque, 2 S. 193). 

But, if on signing the composition deed one creditor 
insists on and obtains the endorsation of a third party, such 
security will not be considered a fraudulent preference (Bank 
of Montreal, vs. Audette, 4 Q.L.R. 254). And when an 
endorser of composition notes, for his own security, required 
the debtor to deposit $75 a week to his credit, it was held that 
there was no fraudulent disposition of the debtor's goods to 
defeat the just claims of the creditors (Beansoleil vs. Normand, 
9 S.C.R. 717). The composition endorser is also discharged 
if the creditor receives the amount of the composition privately 
from the endorser ( Arpin vs. Poulin, 22 L.C.J. 331); and 
though he be not discharged by reason of a secret stipulation 
by which the creditor is to receive an amount in excess of the 
composition, he is entitled to deduct all such sums received 
(Martin vs. Poulin, 4 L.N". 20). 

A defence of compensation might be considered to rest on 
a different footing and entitle the creditor to retain sums due 
the debtor that come into his hands, but in the case of the 
Exchange Bank vs. The Canadian Bank of Commerce (10 L-N. 
110), it was held that where drafts and notes are placed with 
a bank by a debtor of the bank, not as collateral security but 
for collection, compensation does not take place until the 
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bank has received the amounte collected by them on such 
notes; and th-e debtor having become insolvent before any such 
amounts were received^ compensation did not take place. 

5. Makriage Contbacts. 

This brief survey of our law would be incomplete without 
a word on Marriage Contracts that are so often opposed to 
the payment of the creditors by ranking against the insolvent's 
estate. There was long a heated discussion by our authors as 
to whether a marriage contract is gratuitous or onerous; but 
it is now the well established law that a gift in such a contract 
by the intended husband to the intended wife of the furniture 
and effects garnishing the common domicile^ is gratuitous^ and 
is invalid against a creditor of the husband who was insolvent 
at the time of the marriage (Turgeon vs. Shannon, 20 S., p. 
135). 

And even though the husband be not insolvent at the 
time of the marriage gifts of future property, for instance, 
furniture that may be subsequently acquired, are illegal and of 
no effect. Creditors of the husband may, therefore, seize them 
(Demers vs. Blaiklock, 12 S. 43), and the husband may oppose 
their seizure by creditors of the wife (Desrochers vs. Roy, 18 
S. 70). 

And against those fictitious liberalties of thousajids of dol- 
lars that ambitious husbands so often set forth in their settle- 
ments, it is declared that a gift payable in case of death or 
insolvency, that exceeds the husbands net assets {adif libre), 
having the effect of rendering him insolvent may be set aside 
as fraudulent (Eobitaille vs. Bussiere, 7 S. 274). 

6. Pbesoription. 

Finally our Code provides that the creditor may not bring 
an action to impeach the debtor's fraudulent act, unless the 
suit is instituted within one year from his obtaining know- 
ledge thereof. The assignee or other representative of the 
creditors collectively must take action within one year from 
the time of his appointment. It is essential whenever the 
fact does not appear by the dates of the contract attacked, and 
of the institution of the suit or proceedings, that the party 
attacking should allege and prove that he only obtained know- 
ledge thereof within the year. (Gagnon vs. Dunbar, 20 S. 515). 
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A COMPOSITE BANK STATEMENT. 



SOME FACTS AND FIGURES CONCERNING 13 BANES. 



L. Stewart-Patterson. 

TO the average man a bank statement has no more than a 
passing interest, even if he goes so far as to compare 
the statement of one bank with another, the bare figures can 
tell him very little more than that one bank has larger deposits 
or more capital than the other, but as to the standing or earn- 
ing power of the banks in question, he can form but a faint 
idea, until he has called to his aid that invaluable servant of 
statistics, percentage. 

Not wishiug, for obvious reasons, to make an object lesson 
of any particular bank, and also desiring to have the general 
experience rather than an individual statement, I have com- 
bined the annual statements of thirteen of our largest and 
strongest banks, whose statements I happened to have by me, 
and taken the average as a basis of the accompanying table, 
which, with the correlative percentage columns, affords an 
interesting and instructive fund of information and comparison, 
both in itself, and in comparison with other statements. 

I will now endeavour in a few words, to consider the 
several heads of the liabilities and assets, especially as regards 
their relation with each other. 

CirculaHon.{^) 

The circulation forms 79.37 per cent, of the paid-up 
Capital and 10.50 per cent, of the gross liabilities to public, 
leaving a margin short of the authorized issue of over 20 per 
cent, or $790,000, though of this, only about 10 per cent. 



(1) Ab the statements Tonge In date througrh the first half of the 
year, these flffures represent no particular period 1h the year. 
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LIABIUT1E5 



Oirealation 

Ordinarr Deposits. ... 

Interest " 

Balance due Banks. . . 
Unolassifled 

Due Public 

Paid Up Capital 

Best&UndiT. Froats 

Total 



f 3,042,168 

6,013,817 

19,086,642 

604,622 

239,912 



f28,986,951 
3,832,980 
2,906,603 



136,726,574 



Fbboentagb of Items to 



OS 



8.61 
16.83 
63.43 

1.69 
.67 



81.13 

10.73 

8.14 



100. 



10.60 

20.76 

63.84 

2.08 



100. 
13.22 
10.03 



123.26 






79.87 
166.90 
497.96 

16.77 
6.26 



766.26 
100. 
75.84 



932.10 



45.14 

89.23 

283.20 

8.97 

8.66 



430.09 
66.87 
43.13 



530.09 



14.60 

28.88 

91.66 

2.90 

1.15 



130.19 
18.40 
13.96 



171.66 



ASSETS 

Specie and Dom. Notes 
Gov. Dept. a/c cir. . . . 
Notes and Cheques. . 
Dne from Banks. 



12,652,204 

146,627 

1,034,169 

1,673,637 



7.14 

.41 

2.89 

4.41 



8.80 

.60 

3.57 

5.43 



06.68 

3.83 

26.98 

41.05 



37.88 

2.17 

16.34 

23.34 



Liquid AaaHa, 

Securities. 

Call Loans 



f 5,306,587 
4.002,426 
6,014,228 



14.86 
11.20 
14.04 



18.30 
13.81 
17.30 



188.44 
104.42 
130.82 



78.78 
69.38 
74.40 



Quick As8€iB., 

Discounts 

OTerdues 

Real Estate 

Mortgages 

Premises 

Other AsseU 



fl4,323,240 
20,825,668 
76,510 
34,874 
53,314 
402,396 
10,682 



40.09 
68.29 
.21 
.10 
.15 
1.13 
.08 



49.41 
71.86 
.26 
.12 
.18 
1.39 
.04 



373.68 

643.36 

1.98 

.92 

1.39 

10.60 



212.61 

300. 

1.13 

.52 

.80 

5.98 

.16 



Total. 



$36,726,574 



100. 



123.25 



2.10 



530.09 



Nit Pbofitb f 530,230 



1.50 



1.86 



14.07 



12.25 

.70 

4.97 

7.65 



171.65 



NST PBOFITB 

To Capital 14.07 

" andBeserve 8. 

Dividend 9. 

Reserve and Sundries. . . 3.03 
Carried forward. 1.14 



Twenty-eight per cent, of net pro- 
fit went as reserve, depreciation, 
officers* pensions, etc. 

Interest deposits 2.82 

All liabilities except interest. .3.24 
Gross Asnets 1.60 



14.07 Discounts 2. 
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would be safely available^ as few banks would venture to issue 
nearer the limit than that^ especially one with numerous 
brandies. The ciiculfttion occupies an anomalous position 
among the liabilities of a bank, as in case of a panic or run 
on the institution, the bank's own circulation would be gladly 
accepted in payment of deposits, etc., thus paying off one kind 
of liability by increasing another. This expedient would of 
course only avail up to the legal limit, but it is a valuable 
feature in so far as it not only forms a first bulwark of defense, 
but gives a bank time to strengthen tne tills of its various 
branches and realize on its liquid securities, and in many cases 
would be more than suflBcient to tide over a local panic. 

The Canadian system of bank currency has generally been 
accorded a high place among the currency systems of the world, 
not only on account of its absolute safety to the note holder, 
but also on account of its elasticity in meeting every need of 
national life and trade. The unfailing reciprocal redemption 
of each other^s notes by banks all over the Dominion renders 
unhealthy inflation an impossibility, while the automatic expan- 
sion of the circulation whenever required or called for by the 
exigencies of agriculture and commerce, from no matter what 
part of the Dominion, has been no mean factor in the wonder- 
ful progress of this country. 

Ordinary Deposits. 

These form 20.75 per cent, of the gross liabilities or a 
little over 1| times the paid-up capital. The average Canadian 
current account is run at a loss, and were it not for the col- 
lateral profits accruing from the connection in the shape of 
exchange, discount, etc., the burden of operating them would 
be an impossible one from a business point of view. The 
average cost of carrying a fairly active account, has been 
variously estimated at from $15 to $25 per annum. The most 
conservative view demands a balance of at least $300 to cover 
cost, and when we remember the exipensive cheque books and 
other stationery which are now used, as well as the allocation 
of a proportion of oflBce expenses and salaries to each account, 
we are almost inclined to put the balance required even higher. 
Basing a customer's line of credit on the average balance of his 
current account, is a good method and should be more generally 
followed in Canada. It is often customary in the States to 
require a customer to keep about 20 per cent, of his " line " at 
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his credit. A nominal chaige is made by most city banks in 
Canada on small checking accounts, but it is a question even 
then if the bank comes out whole. Canadian banks have only 
themselves to thank for the hand to mouth condition of many 
of the deposit accounts, and it is to be hoped that some action 
will be taken in the near future to lessen this growing expense. 
Unfortunately, the unwise competition to obtain business 
at any cost, which has lately developed in our midst, makes 
the above question a very delicate one to handle. The public 
naturally want all they can get^ and a bank would find it a 
very difficult matter to convince a customer that his account, 
with its small balance, was an expense to the bank in the face 
of the specious invitations on street cars and in newspapers to 
deposit any sum, no matter how small and draw 3 per cent, 
interest, compounded semi-annually. Such methods may simply 
be a bid for business to be abandoned later, or else they are an 
expensive way of buying experience; in any case, it is viciously 
educating the public to an utterly false view of banking pro- 
fits, which will be felt for many years to come. 

Interest Deposits. 

Under this heading lies the whole crux of the banking 
situation so far as profit is concerned. They equal over one- 
half or 53.43 per cent, of the gross assets, two-thirds of the 
liabilities to the public, and nearly five times the paid up capi- 
tal, ana they form the largest individual item in the statement 
with the exception of the discounts. 

The present rate of interest given by Canadian banks is 
three per cent., compounded semi-annually, which, considering 
the present worth of money, is exceedingly good interest, 
especially on the smaller accounts. The chief difficulty lies in 
the fact that the public look upon a Savings Bank account 
both as an investment and a convenience; the two are not com- 
patible; for a time deposit, requiring little or no reserve and 
the minimum of book-keeping, 3 per cent, or even a little higher 
rate, would not be inconsistent, but to give 3 per cent, on an 
account subject to withdrawal, in whole or in part, practically 
without notice (in many cases an ordinary checking account) 
borders on altruism. 

The Government Savings Bank pays 3 per cent, and, 
though I have no data of their expense, I very much question 
but that a loss is shown at the end of the year, notwith- 
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standing the fact that they have no expensive reserve to keep 
up. In view of the fact that the Canadian Government is 
able to float their bonds at a lower rate than 3 per cent, it is 
hardly economy to give 3 per cent, for deposits, and pay all 
the expenses for book-keeping and collecting as well. 

To those who are interested in the question, I would refer 
them to Mr. George H. Pownall's article in the April num- 
ber of the Journal, and also to an interesting series of letters 
and articles that recently appeared in the New York Financier 
on Trust Co. deposits. 

As regards what might be called the absolute value of 
money to-day, it may be of interest to refer to the United States 
currency bill of 1900, when certain bonds were refunded into 
2 per cent., 30 years gold bonds on a 2J per cent, investment 
basis, "as the unaided and self -relying earning power of 
capital,'' that is to say, the bill assumes that money when placed 
upon a security of absolute solvency for a given time, with little 
or no expense of book-keeping, is entitled to 2J per cent. 

Balances due banks, and unclassified liabilities, require little 
remark, forming, as they do, leas than 3 per cent, of the gross 
liability to public. Under the latter heading, I have included 
such items as unpaid dividends, rebates, etc. 

Paid-up Capital and Reserve. 

Paid-up capital forms 13.22 per cent, of the liability to the 
public, and represents, with the Rest, the liability of the bank 
to its shareholders. The average dividend declared by the 
thirteen banks, was at the rate of 9 per cent., while the net 
interest earned represents 14.07 per cent, on the Capital,(^) 
which was allocated as follows: — 

Dividend declared 9.00 

Eeserve, depreciation of property, officers 
pension fund, taxes, (representing 28 
per cent, of the net profits.) 3.93 

Profit and loss carried forward 1.14 

14.07 per cent. 



(1) Percentage of net earnings to capVtal is invariable quoted In 
connection with the annual statement of a bank, it is misleading 
and should be abandoned, and the percentage of net earnings to 
capital and reserve quotted instead as a Irue criterion of interest 
earned on liability to proprietors. 
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The average market value of the ehaajesi approximate 218 (*), 
thifi at 9 per cent, nets the shareholder 4.13 per cent, on his 
investment; as the table shows the actual amount of the capital 
and surplus to be 175.84 per cent, of the capital^ the market 
value exceeds same by over $40 premium per share of $100 
nominal. 

The reserve forms 76.84 per cent of the capital, and is one 
of the most important features of the statement, strengthen- 
ing, as it does, both the position of the shareholder and the 
public, and has been built up by yearly toll on the banks* pro- 
fits, practically a premium of insurance against future loss or 
shrinkage. 

We now come to the assets, commencing with specie and 
Dominion notes, representing 7.14 per cent, of the gross assets 
and 8.80 per cent, of the liability to public. 

Deposit with Qovemment on account of circulation repre- 
sents a mean average of 5 per cent, on the circulation of a 
bank, adjusted on the 30th June of each year. In the case of 
&e failure of a bank this fund would become immediately 
available for the redemption of the notes. 

Notes and cheques of other banks consists of bills and 
cheques in transit, and clearing-house deliveries for the day 
subsequent to the date of the statement. 

Balance due from banks explains itself and comprises 
deposits with correspondents in Canada, England, United States 
and other foreign countries. These four comprise what I have 
called Liquid Assets, and represent 18.30 per cent, of the 
liabilities to the public; in case of panic these would be im- 
mediately available. Securities comprise first-class municipal, 
i4overnment, and other stocks and bonds; these being readily 
convertible into cash, are highly esteemed as a banking asset, 
though they necessarily bear but a low rate of interest. 

Banks might follow, pei'haps with advantage, the custom of 
insurance companies and give a detailed list of their securities 
with the Annual Statement. 

Call Loans. 

Gall Loans come next in order of merit as an asset, and 
next to discounts, is the largest individual asset. They pepre- 



(2) OwlnflT to the various dates of the statements, tt Is Impos- 
sible to give exact figures, but above is not far out. 
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sent advances made to brok^is and other customers on the 
security of first-class stocks and bonds, with an average of some 
twenty points below the market value of the stock, if watched 
carefully and lent conservatively, they form a safe and remuner- 
ative asset. A proportion of this amount is employed in the 
New York and other foreign markets; from time to time we 
hear this fact brought up as a grievance against those banks 
who use part of their funds in this manner, instead of using 
them all in Canada. To be self-contained may be a virtue in 
many cases, but in these days finance is international, and it 
shoidd be a matter of pride rather than of calumny that we 
have banks capable, not only of holding their own, but com- 
manding the respect and admiration of their foreign confreres. 
We hope the day of a panic in Canada will never come, but if 
it does, this maligned feature of the assets may perhaps prove 
to the Canadian banks as a rope to the drowning, and save 
them from the whirlpool of disaster, not only by providing a 
market for securities, for even gilt edged bonds could find no 
purchaser here at such a time; but the good credit and well- 
known integrity of the Canadian banks would command the 
advice and assistance of the banking world. 

Discounts. 

We now come to Discounts, the largest item in the state- 
ment, amounting to 58.29 per cent, of the gross assets. 

This heading is one of the weakest features of the state- 
ment called for in the Government Eetums; in saying this, I 
am casting no reflection on its intrinsic worth as an asset, but 
Himply as to its form of presentation in one amount of totally 
dissimilar items. Following the practice of English banks, this 
asset can be broadly divided into, — 

Advances to customers. 
Bills and N-otes maturing. 

The latter are the more desirable from the fact that they 
are principally composed of trade bills, with a currency of from 
one to four months, and as a rule can be relied on to retire at 
maturity; giving them an average currency of one hundred 
days, which I think is high, we at once see the advantage of 
stating these separately in the return, as they form a valuable 
feature in estimating a bank's quickly available assets, a bank 
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with say $6^000,000 of such notes would have about $60^000 
coining in every day, providing the bills were all good. 

Advances to customers on the other hand cannot be relied 
upon to any such extent, they may be divided into three 
divisions : — 

(1) Advances made to customers on produce and other 
merchandise. 

(2) Advances made to customeis on stocks and bonds 
(on time). 

(3)) Advances made to customers on overdrafts, notes 
other than trade bUls, etc. 

The first two call for very little comment, and if well mar- 
gined form a good asset. It is the latter class that give the 
most anxiety and trouble, and unless great care is taken the 
bank is liable to become as it were a partner in more or less 
plausible undertakings; here we find the dead loans, all safe 
enough, no doubt, as far as ultimate payment is concerned, but 
stUl, not banking. In this connection I can do no better than 
quote Mr. Pownall, who says, *' Advances are made to business 
firms that are in their nature more or less permanent, some- 
times consciously so, sometimes made so by force of circum- 
stances. . . But what can you in reasonalble time recover from 
such firms ? And in case of their failure what will the banker 
do with the worn out works or the old fashioned mill? He has 
become a partner, frequently principal partner. If we are to 
make advances which are in their nature dead loans, let us 
clearly define to ourselves the risks, and the amount of 
the risks we are taking.'* 

The rest of the assets form so small a portion of the whole 
that they call for no particular mention, and we will now give 
our attention to the last item on the table. 

Net Profits. 

Paradoxical as it may apear, the interest of both the 
shareholders and the public are intimately concerned in the 
earning power of the banks. To the public it means further 
protection to them in the shape of an increment to Best Account 
and a conservative writing off for depreciation, iu other words, 
insurance; to the shareholder the return on his investment 
in the shape of dividends. 
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Considering the vast sums of money a bank turns over 
in the course of a year^ the net result is surprisingly low^ netting 
in the statement before us only 1^ per cent, on the total assets^ 
and out of this a still further deduction has to be made for 
depreciations and extraordinary expenses^ as well as the usual 
allocation to Best accounif. 

We will now consider the net profits in connection with 
some of the detailed headings and find that it represents 1.86 
per cent, of gross liability to the public, 2.82 per cent. 
ozL interest deposits and 3.24 per cent, on all other 
liabilities including capital and reserve. In other words, 
we find that even with the free assistance of all the 
other liabilities, representing over $16,000,000, the interest 
deposits would only have netted 2.82 per cent, while, if we 
leave the interest deposits out, we find that on all the other 
liaibilities, ineluding circulation, capital, reserve, etc., we are 
only able to net 3.24 per cent., which appears absurdly small, 
and leads us to consider whether there is not a serious leakage 
somewhere, especially as the discounts averaging 6 per cent, 
earning power, only net 2.58 per cent, on the same basis. Tak- 
ing Securities and Call Loans as two assets, whose net earning 
power is easily determined, as they demand but slight clerical 
attention or book-keeping, say | of 1 per cent, per annum, we 
will not be very much out in allowing that the Securities (stocks 
and bonds) netted 3^ per cent., and the Call Loans 5 per cent, 
during the last year, leaving the interest earned on the 
balances with other banks (averaging some 2 per cent.) to offset 
any over-estimate of interest on securities. 

Securities at 3^ per cent. $4,002 . 425 $140,084 

Call Loans at 5 per cent 5,014 . 228 250,711 

$390,795 

Deducting this* from net profits $539, 230, we find the sum 
of $148,445, representing the amount earned on the other 
assets. On discounts alone, this only represents a profit of 
.71 per cent, per annum.* 



(3) It may be of interest to call attention to the fact that roughly 
gpeaklnflT, 

Call Loans J -/fci?""" 

Securities} "te-^' Capital 

Interest Deposits = Disconnts 
Ordinary " = Liquid Assets 
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All \be liabilities, with the exception of interest deposits, 
show a net profit of 3.24 per cent. Putting these on the same 
basis as the interest deposits, viz., allowing 3 per cent, on them 
and deducting that as an expense, we find they netted only 
.24 per cent., or a total net profit of .11 per cent on Gross Assets. 
If compounded semi-annually, this would leave less than 1-10 
of 1 per cent, net earnings. In the face of these several 
showings it is very diflScult to overlook the vast difference 
between gross and net earnings. Were we considering an 
isolated bank, we might ascribe it to an excessive writing down 
of securites, and properties, or writing off of bad debts, 
but in the figure used, we can find no such palliative, 
all idiosyncrasies and rough comers of the individual banks 
are rounded off, and lost in the general average of the thirteen 
banks, and the figures are more conclusive than any one bank 
can show. 

It is indeed food for deep thought, when we find that the 
combined experience of thirteen of the oldest and best res- 
pected banks of the Dominion can show no better results than 
those shown above. Goodwill, old connections, profits on 
exchange, profit taking on bonds, etc., all included, and yet 
netting but 1^ per cent, on total assets, or 8 per cent, on 
capital and reserve, representing not quite 1-5 of the total; is 
it not time to cry halt in this competition for business, and 
consider how far it is advisable to run as a philanthropic 
institution ? 

It is difficult, without particulars of gross profits, expenses 
and other data, to prove the case further than above, but I 
think the showing is sufficient. In any case, no one will dis- 
pute the fact, after considering the above figures, that to pay 
more than three per cent, for deposits, would be questionable 
banking, as it is wrong in principle and unsafe in practice. 
The evil of paying more for deposits than they are reaUy worth, 
is very clearly set forth by Mr. E. C. MacDougall at the New 
York Bankers Association on Sept. 10th, in which he says, — 
*^ Such methods lead to the accumulation of a line of deposits 
beyond what the legitimate needs of the bank's borrowers 
require. The bank thus developes a poorly balanced business. 
The interest charge on the deposit line is constant, the bank 
must employ its deposits, must employ them at a good round 
interest, must employ them fully at all seasons. Therein lies 
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the danger, and no theoretical danger, but a real and ever pre- 
sent one, as I know from my own personal observation of the 
experience of a number of banks in a city of this state; which 
as my fellow delegates can testify, went down in ruin; all of 
which might have been running to-day had they paid a low 
rate of interest and had they held only deposits enough to care 
for their legitimate business. A large deposit line, attracted 
by high interest rates, is a source of weakness, not of strength. 
One of its consequences is constant temptation to greatly exces- 
sive lines of credit, resulting in the gradual accumulation of a 
line of dead paper, practically the forcing of the bank into 
partnership with many of its customers; with what disastrous 
result most bankere knows'. 

" What is the chief end of a banker ? To publish larger 
totals than his neighbor? You will not answer yes, but the 
practice of many of us answers *yes.' At the present time 
there exists among bankers a mania for what we call *big 
figures.' We want ^ big figures ' in a hurry, and the surest and 
quickest way to get them, is to pay a higher rate of interest 
than our neighbors. Our neighbors soon know our rates, and 
generally meet them. Then we raise again, and if we are 
really enterprising modem bankers, we keep up the process 
until we get the deposits.'' 

The writer disclaims any intention in the foregoingi 
remarks to criticise the results achieved by older and more 
experienced heads than his; his principal object in presenting 
these figures, is the hope that his premises and line of argu- 
ment may lead others to make more exhaustive and valuable 
deductions. The trend of the times is towards cheaper money 
and higher expenses (due in part to competition) : between the 
upper mill stone of the earning jwwer and the nether stone 
of the cost of money, banking profits are ground exceeding 
small. 



Digitized by 



Google 



FEEE TEADB AND ITS FBUBre. 



(From the Fortnightly Review.) 

"We boom and you crab/' So said an American friend 
to me last year, when the great ocean combine was the sub- 
ject of agitated discussion in so many newspapers. The con- 
trast between our English habit of clamourously announcing 
to the world some catastrophe to British trade and the Ameri- 
can habit of proclaiming a "gigantic success*^ on the most 
trivial grounds struck him as scarcely anything else in this 
country. N"everi;heleBs, until a few months ago, though we 
might " crab " our trade, we still retained a buoyant pride and 
confidence in our Empire, which we imagined to be great, 
glorious, and prosperous, and uniquely distinguished from all 
others because it was held together by the silken ties of sen- 
timent and affection. But in a few weeks ail this has changed. 
We now have the Colonial Secretary, whose long administra- 
tion was supposed to have created a new and greater epoch of 
Colonial loyalty, suddenly beginning to speek as if the Empire 
also were on the verge of collapse and its "silken ties " a com- 
plete illusion. We have poured out blood and treasure with- 
out stinjt during the last four years for the security of the 
Colonial Empire, and this, after all, is the result, and it 
16 Mr. Chamberlain who tells us ! Eight years of his admin- 
istration have brought us to a point of danger undreamt 
of when he took oflBce; and the whole world is called upon to 
witness, not merely how British trade is decaying, but what a 
brittle, unsubstantial fabric is this sanguine dream of senti- 
mental imperial loyalty. 

Such also is the tale which " Calchas " has unfolded to 
us in the July and August numbers of this review. It reaches 
its climax with the suggestion in the August number that Co- 
lonial sentiment was an evanescent feeling due to the sex and 
age of the late Queen. Pro-Boers have had their heads or 
their windows broken for saying much less than this; and 
imagination boggles at the thought of what Mr. Chamberlcdn 
would have said at the election of 1900, if any opponent had 
ventured to hint even the half of it during that conflict. But 
of course, if it is true, it .must be told, and we must even 
applaud the courage which faces the disagreeable truth. Never- 
theless, it is so sudden and the secret has hitherto been so well 
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kept that we are entitled to ask for very particular proof. 
What is the avowed object of making the disclosure at the 
present time ? It is that at the next election Mr. Chamber- 
lain jnay be armed with the free hand against Free Trade. 
More or less than that it is impossible to say, for Mr. Chamber- 
lain himself and ^^ Calohas,^' his spokesman, whose articles I 
propose to examine, are themselves wholly vague as to the 
final outcome. ITJheir argument wavers between protectionism 
and imperialism. At one moment we are adjured to make a 
sacrifice that the Empire may be saved, at the next to rise as 
one man against the fiscal f oUy which permits the foreigner to 
invade our home markets. " Calchas " appears to be rather 
doubtful whether the British public will rise to the first of 
these appeals, but he is quite certain that they will descend to 
the second. They are, he keeps insisting, protectionist at 
heart; they want to bite the foreigner and strike back at him 
when he dares send his goods into their market and makes it 
diflScult for them to send their goods into his market. Thus 
Mr. Chamberlain has a double line of advance. If he cannot 
uucceed by saying that every vote for his opponents is a vote 
against the Empire, he can still have an orgy <rf fiscal jingoism 
in which his splendid talent for inciting his countrymen 
against foreigners will have its finest opportunity. 

The new policy being thus quite vague, I do not propose 
to trouble the reader with any detailed statement of the case 
against preferential tariffs. But it is impossible quite to pass 
over either the singularly misleading figures which " Calchas '* 
giv^ us in respect to the Canadian preference or his honest 
conviction, expressed with such fervour in the August number, 
that the Empire will be broken if Mr. Chamberlain fails to 
carry this part of his proposals. " Our trade with Canada,^' he 
tells us (July number, page 28), " formerly sinking from year 
to year, has recovered and doubled in vaJue.^* Hlhe Canadian 
preference is, therefore, said to be " an asset worth as mueh 
as our whole export trade to Russia." After much casting 
about for the clue to this statement, I conjecture that 
*^ Calchas," who on almost all other occasions takes exports as 
the test of foreign trade, has on this occasion taken the whole 
increase both in exports and imports since 1897 and (1) cre- 
dited it all to the preferential system, and (2) compared it with 
the exports alone of our Russian trade. Such a method of 
dealing with the figures is, of course, wholly unpermissible. The 
total increase in our exports to Canada is less than half the 
total of our Russian exports, but in order to ascertain the true 
effect of the preference we have first to eliminate the articles 
which have gone into Canada either free or under tariffs not 
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affected by the preference, and next to consider the general 
course of trade with Canada since 1897. Now, there has been 
an all-round increase in Canadian trade since 1897, of which 
the lion^s share has gone to the United States and a consider- 
able share to both France and Germany, though these three 
countries have not enjoyed preferential treatment. The in- 
crease in British goods affected by the preference is estimated 
in Appendix VIII. of the Colonial Conference Blue-book (p. 84) 
at " rather more than one and a half millions^^ ; and Mr. Cham- 
berlain^ himself was last year of opinion that the results thus 
far were disappointing. The total British exports have not 
doubled, but increased by 48 per cent. That the preferences 
have been of advantage both to Great Britain and Canada, and 
that any advance towards Free Trade on the part of any colony 
should be heartily welcomed by the Mother Country are pro- 
positions which no Free Trader is in the least likely to dispute. 
But exaggerated estimates formed for the purpose* of inducing 
the British public to change its existing fiscal policy, in the 
expectation of gains and profits which can by no manner of 
means be realised either in Canada or any other colony, need 
the mo€it careful correction according to the facts. 

Next, as to the assertion that the Colonies will " turn to 
the Gentiles ^^ or break away from the Empire if we reject Mr. 
Chamberlfidn's policy. The strongest evidence would be re- 
quired to convince some of us that any body of men — ^let alone 
men of our own blood and race — could be guilty of such petu- 
lant unreason as to threaten these reprisals because we, while 
conceding to them the fullest liberty to tax our goods in their 
markets were unable to give their goods more than the full 
benefit of Free Trade in ours. Not only is there no such evi- 
dence, but with the solitary exception of one characteristic 
outburst by Mr. Seddon, there is the most abundant evidence 
that Colonial statesmen have in this matter behaved with the 
utmost propriety and correctness, remembering alike our in- 
terest in a policy of free food and the burden that we already 
bear almost single-handed for their defence and that of the 

^ See Mr. Chamberlain's speech at the opening of the Colonial Con- 
ference last year: "I have to say to you that while I cannot but 
gratefully acknowledge the intention of this proposal and its senti- 
mental value SB a proof of goodwill and affection, yet that its sub- 
stantial results have been altogether disappointing to us, and I think 
they must have been equally disappointing to its promoters. . . . 
The total increase of the trade of Canada with foreigners during the 
period named, this is including both the trade subject to the tariff 
and also the free trade, was 69 per cent, while the total increase of 
British trade was only 48 per cent."— Colonial Conference Blue 
Book, p. 7. 
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Empire.* A study of the Colonial papers since Mr. Chamber- 
lain made his new departure reveals none of the alarming 
symptoms which *' Calchas " so loves to imagine. The Colonic 
public appears to be cool and rather critical; their ministers, 
though sympathetic, are by no means imperative; their manu- 
facturers appear to be resolutely determined that no conces- 
sion shall be made which would open their internal markets 
to British or other competitors. Were it otherwise, and were 
Colonial loyalty really the frail plant that " Calchas ** would 
have us suppose, I cannot conceive how any policy could be 
expected to confirm and strengthen it which, as Sir Bobert 
Peel said of the former Colonial preferences, " opposes to the 
interest of the Colonies those of the consumers in this coun- 
try^^; and which also, as we may add, bringB into conflict the 
daims both of the Home and the Colonial manufacturer, and 
of the producers in the different Colonies, and exposes ell 
these interests and claims to the changes and chances of party 
politics and political opinion. The familiar dilemma that we 
must either support Mr. Chamberlain or destroy the Empire 
need this time have no terror for the most timid. It is, indeed, 
tme that Mr. Chamberlain may in the course of his electioneer- 
ing do a great deal of mischief in the Colonies by suggesting 
that Free Traders are their natural enemies, but mischief will 
be of his making and not of ours. 

TBiese proposals, however, have been so abundantly deba- 
ted during the last few weeks and the shape they may ultimate- 
ly take is so doubtful, that any argument to be useful must 
take more general ground. Mr. Chamberlain relies mainly on 
persuading the public that British trade is in a state either of 
stagnation or decay. If he can succeed in this, he will go far 
towards securing the mandaite that he demands ; if he f aSs, we 
may rely on the good sense of the public to defeat a scheme 
of which the risks are obvious and the benefits entirely con- 
jectural. Mr. Chamberlain^s case has been presented in many 
different guises during the last six weeks, but it is substantially 
an appeal to the same set of facts and figures, and these have 
nowhere been more vigorously and effectively set out than in 
the two artidee which "Calchas** has contributed to the 
Fortnightly Review, Here is the ground on which we are 
asked not merdy to sanction Colonial preferences, but to insti- 
tute a system of dl-round protection for the British manufac- 
turer against the foreigner. I propose, therefore, resisting as 



' See especially on this subject an article by Mr. E. T. Cook in the 
July number of the New Liberal Review, 
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far as possible the many provocations on side issues which 
" Calchas " offers on every x)age of his articles, to devote myself 
to these alleged facts and figures in the hope of allaying the 
alarm about our trade, upon which, in the last resort, the case 
for the new departure must depend. Apart from the question 
of Free Trade, such an attempt is worth making, for, as Mr. 
Chamberlain himself said in 1896, these "alarmist views of 
our position, which are greedily accepted abroad, lead our for- 
eign friends and competitors to take altogether an erroneous 
view of the commercial power and the commercial influence of 
Great Britain.'' 



The difficulty of dealing with such an argument as " Cal- 
chas " sets before us is that it entirely ignores the theory 
which it sets out to confute. Without making any preliminary 
effort to dispose of the assumptions which have hitherto been 
universally accepted to explain the operations of foreign trade, 
it either explicitly or by implication denies them all and pro- 
ceeds from premisses which are nowhere explained to conclu- 
sions which are supposed to be self-evident. We find ourselves 
transported to a new world in which the operations of com- 
merce are treated as if they were a kind of warfare, in which 
the customer who pays you for your goods or your services is 
supposed, if he is a foreigner, to be iiSSicting a mortal injury 
on you; in which to receive dividends on invested capital is 
regarded as a misfortune, if the capital happens to be invested 
abroad; in which wealth can be created by causing an artificial 
scarcity and selling promoted by making it difficult to buy. 
So able a writer as " Calchas '' cannot of course mean any of 
these propositions; but there is no escape from them unless, 
as a preliminary, he is able to demolish the doctrine of inter- 
national trade which has hitherto held the field. 

What is that doctrine, and what are the facts it seeks to 
explain? Here I must be very elementary, but there is no 
other way of clearing the ground. In the last analysis most 
protectionist arguments reduce themselves to a panic about 
imports. The apparently alarming fact reveals itself that, 
whereas Great Britain is sending out only £349,000,000 worth 
of goods (including £60,000,000 of re-exports), she is receiving 
no lees than £628,000,000. Prom this it is deduced that the 
" balance of trade is against us,*' that '' our production is fall- 
ing off,*' that " the foreigner is capturing our home markets '' 
and dumping his goods to the ruin of domestic industries. 
*' Calchas " labours under these beliefs to a rather exceptional 
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extent even among Protectionists. " We are nourishing/* he 
repeatedly tells us, " the competitive power of rivals who have 
shut us out of their sphere, and are now driving back our home 
trade in our home markets at the rate of thirty millions per 
annum/' The field of the home manufacturer, smaller to 
begin with, is still further restricted. As he is borne back at 
home by the foreign imports of finished goods, which increase 
by thirty millions a decade, his power to compete abroad is 
simultaneously injured. The home manufacturer is therefore 
liable to be destroyed. His capital is insecure, while the capi- 
tal of his rivals is guaranteed against him.*' Thus " the vitality 
of British enterprise will never be restored to its full strength 
until foreign producers are placed under the same diflBculties 
in our markets as have paralysed our progress in theirs.'* Ex- 
amples might be multiplied, but these will suflBjce. The object 
is to paralyse the foreigner as he is paralysing us, and that is 
to be achieved by making it difficult for him to send us goods. 
With the facts and figures contained in these passages I 
shall deal licreaf ter. We are concerned now with the assump- 
tions. These are manifestly (1) that the foreigner in sending 
us goods, or at all events in sending them in apparent excesa 
of what we send him, is inflicting an injury upon us which we 
should resent and resist with all the weapons at our disposal, 
and (2) that in so far as we sell to him, we should endeavour 
to do so without buying from him. Now, since in " Calchas's " 
argument the foreigner is supposed to possess not merely the 
normal amount of enlightened self-iterest, but an altogether 
exceptional cunning, which places the foolish Britisher at his 
mercy, on what principle and from what motive is he supposed 
to be acting in sending us these inordinate imports ? Manifest- 
ly, according to the protectionist argument, he is not getting 
paid for them in goods, for the complaint is that the exports 
are less than the imports; nor in gold, for gold on balance flows 
into the United Kingdom instead of out of it to the. foreigner; 
nor by any services rendered by us to him, for .these are in- 
vairiably omitted from the account. Why, then, does he do it ? 
The explanations are many and various. One says that he is 
*' dumping ** on a vast scale, i.e., selling at less than cost price 
in order to crush our home industries and establish a mon- 
opoly in our markets and in neutral markets hereafter; another 
asserts that we. are paying him by selling out British capital 
invested abroad — or, rather, did assert it until it was proved 
to demonstrate from the income-tax returns that we are in- 
creasing instead of diminishing our investments abroad. 
Others frankly give it up and* declare it to be an inscrutable 
and unholy mystery. " Calchas '' appears, on the whole, to 
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belong to the *' dumping" school, but in the main he merely 
asserts that the foreigner does it and must mean mischief by 
it. 

But suppose for a moment we banish the notion that im- 
ports are a branch of a great anti-British foreign conspiracy, 
and see if there is any explanation which fits in with ordinary 
human nature as it usually manifests itself in the pursuit of 
business. Suppose, for intance, we had to prepare an account 
between Great Britain and foreign countries on purely business 
principles, .setting on one side the goods which Great Britain 
delivers and the services which she renders, what value in im- 
ports must we set on the other side for the i foreigner to send 
us in order to balance the account and save us from. loss? We 
send out goods to the value of £340,000,000, for which an 
equivalent must be received in this country. .TV) the value of 
these goods must be added. the value of the freights and the 
payments for the services which the great British shipping 
trade renders to the foreigner. A low estimate .of these is 
£100,000,000. Next there is a sum due to us for profit on 
British capital. employed in foreign business, interest on Bri- 
tish investments in foreign countries, and salaries, annuities, 
and pensions (mainly Indian) which are remitted to this coun- 
try. In 1899 Sir Robert Gififen^ estimated that a total of £90,- 
000,000 was not far off the mark for these items. Finally there 
are the payments due to us on commissions, insunqice, agency, 
and similar items. Sir Robert Giffen estimated these at £16,- 
000,000 in 1882,* and they must have largely increased since 
that date. Let us say £20,000,000. Adding up these various 
amounts, -.we reach a total of at least £550,00,000 due to us 
every year from the foreigner. As a matter of fact, we re- 
ceive £520,000,000, the difference being accounted for by ithe 
reinvestment abroad of interest earned abroad and by the pay- 
ments among our exports of values due to the foreigner for his 
investments on business in this country.' But in the absence 
of any other means of obtaining payment for, our goods sent 
out and services rendered, the excess of imports over exports is 



' Jimmal of the Royal Statistical Society, 1899. 

* Ibid,, 1882. 

" Sir Robert GiflTen's estimates are very conservative, and it is 
probable that the payments due to us from the forelgrner are con- 
siderably greater than are here sugrgrested, and leave a larger margrin 
for reinvestment abroad and for interest due to the foreigmer. The 
assessments for Income Tax show an increase of over £6.000,000 In 
the earnings from foreign investments since 1896-7. (46th Report of 
the Commissioners of Inland Revenue for year ending 31st March, 
1903, p. 202.) 
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an abeolute 'condition of British foreign trade, and whoever 
desires to reduce the ratio of imports must be presumed to 
wish that we shall not be paid for .goods delivered or services 
rendered. So far from being reduced, the excess of imports 
must and ought to increase, so long as the shipping trade ex- 
pands and Englishmen continue to invest any portion of their 
savings abroad. This is what Free Traders mean .when they 
say that imports are the true test of British foreign trade pros- 
perity. Forrthough our visible exports may not show an in- 
crease as rapid as our imports, the latter are the index of those 
immense invisible exports in which Great Britain stands pre- 
eminent in the world. 

There could be no permanent trade between two countries 
if the one had everything to give and the other nothing to 
offer. Suppose that for a few months we purchased heavily 
abroad and at. the same time suspended both our exports of 
goods and those *' invisible exports ^' which consist of services 
rendered through the shipping trade and in other ways to the 
foreigner. What, in that case, would be the result? Manifest- 
ly that Mr. Seddon's nightmare would become true, and an 
enormous stream of bullion or golden sovereigns would issue 
from the country in payment of these purchases. But, simul- 
taneously, and in consequence of this export .of gold, prices 
would fall in England and rise abroad, until it again became 
profitable for the foreigner to purchase goods in England equi- 
valent in value to the goods we were purchasing from Mm. 
We can see the process everywhere in (Operation. If a nation 
temporarily overpurchases, that is, buys more from the for- 
eigner than it is able to pay for in goods and services, the ship- 
ments of bullion which then become necessary operate auto- 
matically to check the home trade and ^by lowering prices to 
bring them to the level at which it becomes profitable to the 
foreigner to. become a customer. The outward expression of 
this is the rise in the bank rate, which at once checks the out- 
flow of gold and has an adverse effect upon home trade. These 
monetary movements, which some people find so mysterious, 
are merely the mechanical ways of equalising the conditions 
between the various parties engaged in barter, and of putting 
a temporary check on. trade when one side has bought in goods 
or services more than it can pay for in goods or services. The 
fear of overbuying, by which we mean buying from the for- 
eigner more than is the equivalent of our exports, added to 
what is due to us on freights, investments, etc., need not op- 
press us in the least. If there were any ground for it, we 
should instantly be warned by the shipments of gold, and these, 
again, would operate automatically to check our imprudence. 
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Thjat we do not overbuy is proved by the fact that on the 
balance we import rather more bullion and specie than we 
export. 

Now, this brief summary of the conditions of foreign trade 
is no economic pedantry, but the everyday working hypothesis 
on which it is conducted by those who take part in it. It looks 
to many of us a matter-of-fact account of business transactions; 
and since no alternative has ever been suggested by any of the 
disputants in this controversy, we seCiUot the slightest reaflon 
to depart from it. But obviously it cannot be reconciled with 
any erf the leading assumptions and conclusions in "Calchas^s** 
articles. If it is true, then it is irrational to yield to this panic 
about the foreigner. driving us back in the home markets and 
to treat him as a nefarious conspirator when he is paying us 
our just dues and ''dumping^' his .dividends into our banks 
in the only way which is open to him under the conditions of 
normal and healthy trade. So long as this hypothesis stands, 
a considerable part of the avowed aims and objects of the Pro- 
tectionist Party are simply meaningless. If foreign trade is a 
process of exchange, then it is folly to get into a panic about 
"money leaving the country,^' or to sp^ as if we should do 
better if our customers were poorer or if they refrained from 
sending us the goods by which alone they can pay us for the 
goods we send them and the vast services which in other ways 
we render them. A Protectionist is fully entitled, if .he 
chooees, to say that foreign trade is a bad thing, or foreign 
investments undesirable, or the shipping trade lan unworthy 
occupation; but he cannot without absurdity say in one breath 
that all these are good and desirable things, and in the next 
breath denounce the imports which alone make. them profitable 
and possible. To speak, therefore, as " Calchas '* does, of the 
field of the home i manufacturer being restricted and of his 
power to compete abroad being injured, because the imports 
rise without pause or check, is equivalent to saying, first, that 
the foreigner requires no payment froni us, and second, that 
we should be wealthier and stronger in competition if we for- 
bore to ask payment for our goods and services from our for- 
eign customer. Until " Calchas " or other Protectionists can 
supply us with a new theory of trade, a large part of his and 
their argument will continue to involve one or other or both 
of these absurdities. Foreign trade is avowedly their ideal, 
but it is a foreign trade consisting of exports without imports. 
We are to ''dump,'' but never to be ''dumped upon''— per- 
petually to give, but seldom or never to receive. Foreign or 
any other trade conducted on these principles would of course 
become rapddly bankrupt. 
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Here let me briefly glance at certain assumptions and ad- 
missions which " Calchas " desires to fasten on to Free Traders. 
The Free Trader does not admit that the protective system 
favours capital. What he not only admits, but asserts, is that 
Protection is good for some capitalists at the expense of the 
great mass, both of consumers and capitalists. The sajne argu- 
ment is true of labour in the aggregate as of capital in the 
aggregate. Thus it might very well be that, if the boot trade 
were protected, five pairs of boots might be turned out at 
Iforthampton for every four that are now made there. But if, 
as is certain to be the case, the protective system depressed the 
export trade as a whole, the labour now engaged in it would 
have to find employment in the boot or some other protected 
trade, and there would be at least five men to do the work 
which is now divided between four. The expectation that 
wages will rise or employment be more regular is, so far as 
this factor is concerned, wholly unreasonable. In Germany, 
where, as we are told, the ideal protective system is in force, 
in spite of the fact that the latest and most scientific methods 
of manufacture are applied, and the workman is both skilful 
and highly trained, the wages are yet considerably lower, the 
hours of labour considerably longer, and the cost for an equal 
standard of living considerably higher than in England. 



Thus far I have given reasons for thinking that, even if 
British trade were in a state of stagnati'on and decline, the 
protectionist remedy would only increase the disease. We 
now approach the statistical part of the case by which " Cal- 
chas " seeks to prove that we are in this plight. The vendors 
of our patent medicine are not content with the ordinary form 
of advertisement. They will have it, not only that their rem- 
edy is better than all others, but that their patient is des- 
perately and mortally ill, and that his last chance of recovery 
is to summon them to his bedside. If the pious vows and pri- 
vate prayers of certain politicians could deflect that rising 
curve of exports which has seemed to indicate a continuance 
of prosperity during the first half of this year, we suspect it 
would dip sharply from this time forth until it reached the 
point at which it would furnish Mr. Chamberlain with an ef- 
fective argument. 

In the meantime, we have the astonishing spectacle of our 
greatest imperialist engaged upon the apparently congenial 
task of "crabbing" the Empire and "crabbing" British 
trade — if one may speak thus familiarly of great men. They 
positively gloat over the morbid symptoms which they imagine 
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themselves to have discovered. They ransack the past for 
figures which may by comparison make the present appear 
gloomy, and they studiously ignore or suppress the intervening 
years which might make it appear cheerful. They eschew the 
averages by which the student of trade statistics endeavours to 
equalise the fluctuations from year to year and give none of 
the ordinarily accepted explanations of abnormal years. They 
make no allowance for the enormous differences in the pur- 
chasing power of gold in the different years that they compare, 
but assume that industry must have been stagnant in the inter- 
val if the values in gold remain the same, and that it must 
have declined if the values in gold have fallen. Statistics so 
ajfmtrsrjy so haphazard, and so disingenuous are quite useless 
for any scientific purpose; but since those which " Calchas ^' 
uses are clearly regarded as the choicest weapons in Mr. Cham- 
berlain's armoury, and since they are repeated over and over 
again in the Birmingham literature, they are worth rather 
careful attention. To go through them in detail is impossible 
within the space of a magazine article, but their leading char- 
acteristics may be briefly noted. First, it will be seen that 
" Calchas '^ almost invariably in his comparisons starts from 
the year 1872. Why is that ? " Calchas," we suppose, will 
answer that it is natural to take a .period of thirty years, and 
that, since the last figures available are those for 1902, he is 
bound to begin with 1872. But it so happens that the year 
1872 was an altogether abnormal one for British exports, which 
advanced temporarily in that year by £56,000,000, and rapidly 
fell back to their normal level afterwards. Sir Alfred Bate- 
man, to whose *' admirable memorandum " our Protectionists 
so often refer, is careful to exjdain, as they do not, the excep- 
tional conditions of this year. "The figures of the United 
Bangdom,'^ he tells us, " were largely swollen by such excep- 
tional cipcumstances as the war between France and Germany, 
the payment of the French indemnity to Germany, and the 
boom in our iron and coal trades at a time when railway con- 
struction abroad was brisk. These and other causes all con- 
tributed to unusually high prices.^^ The best corrective is to 
supply the figures for the years 1869-75 : — 

1869 189,954,000 

1870 199,587,000 

1871 223,066,000 

1872 256,257,000 

1873 255,165,000 

1874 239,558,000 

1876 223,466,000 
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Therefore, if the year 1872 is to be taken as the starting- 
point it should be carefully explained that it was governed by 
quite exceptional causes, which vitiate the comparison between 
it and other years. But if due allowance is made for that fact, 
and if the figures are given in full instead of by fits and starts, 
or if they are grouped in quinquennial averages as they should 
be, a wholly different moral emerges from that which " Cal- 
chas ^' desires to draw from his tables (pp. 21 and 22 of July 
number). Trade did not go up by leaps and bounds until the 
year 1872, and then suddenly become stagnant or decline till 
1902. It continued to increase during the whole period; and 
if we measure exports by volume as well as value, the growth 
of the output has much more than kept pace with the growth 
of the population. These facts we will set out more clearly a 
little later. Next, it will be seen that *' Calchas ^' invariably 
omits coal from his figures of British exports, apparently on 
the ground that Mr. Chamberlain, as some of his supporters 
have explained, considers the exportation of ^'an exhaustible 
product of the earth '^ to be unprofitable and even improper. 
But the omission at once involves us in all manner of absru^- 
ties. Coal is used in the manufacture of every finished article 
that we send abroad. It takes two tons of coal to produce a 
ton of pig-iron. We can therefore send no manufactured ar- 
ticle abroad without " denuding ourselves of the exhaustible 
product.^* The same argument would apply to all the minerals 
which we and other countries export, and if our figures are 
to be made to look worse by deducting £28,0.00,000, more or 
less, of exported coal, corresponding deductions should at least 
be made from the foreign statistics which are brought into 
comparison. The exclusion of new ships is necessary, since 
they were only entered in the ofl&cial statistics for the first 
time in 1899, but this, also, it should be remembered, is more 
unfavourable to Great Britain than to her competitors. Taking 
these various factors together, we shall find that, if coal is in- 
cluded, as it ought to he, and if, at the same time, the figures 
are taken consecutively, and not started arbitrarily at 1872, 
most of " Oalchas^s *' . tables altogether fail to support the 
requisite tale of woe. 

But now we pass to the very heart of the argument. We 
have tables put before us to show that British exports have 
been stationary or declining with foreign oountries, while they 
have advanced rapidly and continuously with the Colonies. 
The reader will be able to judge better of the alleged decline 
and stagnation hereafter, but let us accept that part of it pro- 
visionally. What is the inference ? Here we are in a complete 
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fog. At one moment " Calchas '* treats it as the most alarm- 
ing of all the morbid fiymptoms; at the next he is yehemently 
arguing that it is a consummation so devoutly to be wished 
and so essential to the salvation of British commerce that the 
whole fiscal system must be upaet to secure it. We are accord- 
ingly bound to suppose that the diversion of British industrial 
energy from the foreigner to the Colonial is a bad thing when 
it frilows in the natural order of events, and only becomes a 
good thing when it is specially brought about 'by the interven- 
tion of Mr. Chamberlain. 

We pass now to another argument which is arrived at by 
rearrangements of the same figures. It is that the stagnation 
or decline of our exports is a manifestation of our trade with 
Fiotected countries, which is altogether absent from our trade 
in neutral markets. To prove this " Calchas " gives (p. 24, 
July number) a table of figures of trade in the Asiatic, Afri- 
can, and South American markets, about which he is, in com- 
parison with his usual despondency, quite unaccountably cheer- 
ful. For though the total exports only rise from £47,000,000 
in 1872 to £50,800,000 in the last year, he describes this as 
" slow but real progress,'* though in any other connection it 
would certainly have been presented as a picture of stagnation. 
But even if the increase had been twice or thrice as great, it 
would not have sustained the argument. " Calchas " appears to 
misunderstand the use of the expression "neutral market.'* 
The expression is sometimes loosely used as a synonym for free 
markets, but it is of course a relative term which applies to 
any market, free or protected, where the conditions are equal- 
ised between foreign competitorg. The question, therefore, to 
be determined is not whether we are doing well, bnt whether 
we are doing as well as, or better than, or worse than, our 
foreign eompetiitora. The utmost that could be deduced 
from "Calchas's*' figures, assnming them to be correct, is 
that we are doing rather better in one group of markets 
than in another group, most of both groujpe being protect- 
ed. This matter is investigated on the right lines — ^that is to 
say, by comparison with our foreign rivals in markets where 
the conditions are enual between them and us — ^in the current 
number of the Quarterly Revieiv^ which comes to the conclu- 
sion that our rivals are, in this sphere of activity, doing some- 
what better than we are. We should need to investigate each 
case very carefully before drawing any positive conclusions as 
to the causes *of this state of things, and that is too long a 
matter to enter into here. It is sufficient to point out that 
" Calchas's " figures, even if accurate, do not support his con- 
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dusion, and that Lord Goschen, with whom he is arguing, is 
not floored, as he supposes. 

But the whole of this partieulaT argument is fundamental- 
ly absurd. For consider the steps. One table proves to us that 
British trade has prospered and advanced with British Colonies, 
while it has declined or stagnated in foreign markets. The 
next seeks to prove that the decline or stagnation in the for- 
eign markets must be due to their tariffs. But " Calchas/' in 
the meantime, has entirely overlooked the fact that the Colo- 
nial markets are largely protected markets, some of them, and 
especially those in which Mr. Chamberlain is chiefly interested, 
having higher tariffs than are at all common in Europe. 
Therefore, the alleged proof entirely breaks down. Even if 
we accept " Calchas^s '' figures, all that they tell us is that 
trade prospers more in one Protected country than in another, 
from which no inference whatever can be drawn as to the effect 
of Protection on trade. The explanation of the greater pros- 
perity of Colonial and the relative decline of foreign trade 
must be sought elsewhere, and as we shall presently suggest, is 
by no means difficult to find. But, of course, if " Calchas^s '* 
case is disposed of in this respect, then also the strongest part 
of the argument for " doing something to the foreigner '^ dis- 
appears. " Calchas's " comparative tables for the " maximum 
years of trade," need alarm no one. Almost any conclusion 
can be arrived at by taking selected years when trade happened 
to be exceptionally prosperous, and comparing them with the 
last figures available. No valid inference can be drawn from 
the statistics of a single year, and still less from a special selec- 
tion in which the years are chosen to suit the argument. By a 
corresponding selection of minimum years in the past it would 
be possible to give an altogether fallacious appearance of pros- 
perity. The fallacy is neatly disguised by the use of the word 
" maximum." What is done is to take exceptionally good years 
and to compare them with 1902, which we cannot pronounce 
to be a " maximum " until we have the figures for subsequent 
years. So far it is exceeded by 1903. The word "maximum " 
has no significance for any purpose of comparison. Still more 
misleading is " Calchas's " comparison of the British and Prus- 
sian inoome-tax returns. The latter, he says, "show for the 
last ten years an absolutely greater accumulation of wealth than 
has occurred in the United Kingdom, and a still greater in- 
crease relatively to the smaller population of the Prussian 
Kingdom." The assessments for inoome-tax are made on such 
entirely different principles in the two countries that no such 
deduction can possibly be made. In Prussia the assessment 
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starts at £45 a year, and thirty per cent, of the population 
come under assessment between £45 and £150, and less than 
five per cent, under the higher assessments. In this country 
we assess no income under £160. Any oompariaon between the 
totals is, therefore, out of the question. 

It would be impossible, without reprinting the whole of 
" Calchafi's ^' tables from the July number, to apply these cor- 
rectives to them in detail, but the reader who will take the 
trouble to do it for himself will find his alarm considerably 
abated. Mere criticism, however, of these selected figures is 
not enough. We need some rational theory of the course of 
British trade during the last forty years, without exaggerating 
its good or disguising its bad points, and if the rc»der wiS 
bear with me while I give a few figures and comments of my 
own, he wiU, I hope, have some material for forming a judg- 
ent on the whole case. 

I take forty years because that period starts us fairly from 
what may be called normal figures, and not from that annus 
mirdbilis, 1872, upon which our Protectionist so largely relies. 
Now, let us take the figures of British exports, not excluding 
coal, and divide into (juinquennial and decennial averages, the 
oidy method which fairly equalises the temporary fiuctuations. 
The result we get is as follows : — 

BBITIBH EXPOBTS. 

Quinquennial Averages {excluding ships.) 

1863—67 £168,663,000 

1868—72 209,708,000 

1873—77 .. .. .. 223,644,000 

1878—82 216,586,000 

1883^r87 223,943,000 

1888—92 244,290,000 

1893—97 226,961,000 

1898—1902 .. ... 263,932,000 

Decennial Averages. 

1863—72 189,130,000 

1873—82 216,066,000 

1883—92 234,116,000 

1893—1902 246,442,000 

The quinquennial periods show ebb and flow, the tide ris- 
ing a little higher with each flood, and each " maximum ," as 
" Calchis '* would call it, yielding a substantial advance on the 
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previous " maximum/' The decennial periods, on the other 
hand, show continuous progress. Let us now take the figures 
of imports and arrange them in the same manner : — 

Bbitish Imfobts. 

Quinquennial Averages. 

1863—67 £273,000,000 

1868—72 315,800,000 

1873—77 376,800,000 

1878—82 390,600,000 

1883—87 380,000,000 

1888—92 417,200,000 

1893—97 424,600,000 

1898—1902 506,800,000 

Decennial Averages. 

1863—72 294,400,000 

1873—82 383,700,000 

1883—92 398,600,000 

1893—1902 .... 465,200,000 

It will be seen at a glance that the increase in imports is 
altogether out of proportion to the increase in exports. Dhe 
causes which abundantly account for this have already been 
explained, but one of them may be traoed in the figures which 
record the astonishing and continuous growth of British ship- 
ping during this period : — 

Net Tonnage of British Steamships. 

1863—67 778,800 

1868—72 1,164,200 

1873—77 1,933,400 

1878—82 2,777,800 

1883—87 3,939,000 

1888—92 4,996,200 

1893—97 6,095,800 

1898—1903 .... 7,291,400 

We can thus see at a glance how the growth of the ship- 
ping trade accompanies the growth of imports. Here, as I have 
said before, we have the chief index of that huge volume of 
"invisible exports," comprised in the carrying teade, which 
ought always to be in our minds when we are comparing the 
figures of our trade with those of our neighbours^ trade. There 
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is evidence in these years of a <»naiderablediversioii of energy 
to the shipping trade, which might otherwise have gone out 
into the industrialism which bears fruit in visible exports. 
When other trade is slack, shipping continuously increases, 
finding employment for immense numbers in building and 
manning, and in the numerous other branches of employment 
which attend a great carrying trade. Here, at all events, is a 
development which no possible ingenuity on the part of the 
most inconsolable pessimist can succeed in depreciating. It ijs 
a natural enterprise for an island people — en enterprise on 
which its oversea Empire depends, and in which as an imperial 
people we may fairly take pride. 

Having thus laid out the ground, let us now proceed to 
comparisons. It is perfectly true, as "Calchas'* says, that, 
taking exports alone, Germany and the United States show a 
greater relative increase in the aggregate than Great Britain. 
Good reasons have been shown for not taking exports alone as 
a measure of foreign trade, chief among them as I have just 
eaid, that this method practically rules out the industij in 
which Great Britain has an overwhelming ascendancy. How- 
ever, for the moment, let us take exports alone. Here I must 
rely on Sir Alfred Bateman's figures for two five-yearly periods, 
from 1880 onwards : — 





Average, 
1880^ 


Average, 
1806-1900 


Increase <+)ot Decrease < - ) 

in 1896-1900 compared 

with 188054 




Amount 


Per Cent. 


United Kingdom.. 

Fhuioe 

Germany 

United States 


MUlion £ 
234 
138 
166 
106 


Million £ 
240 
150 
192 
237 


Million £ 

(+»15 

(+12 

(+)36 

-f)71 


(+) 6-4 
(+) 87 
(+)231 
(+)42-8 



At first sight these figures look black, and our Protec- 
tionists regard them with gloomy satisfaction, especially the 
percentages which, since Germany, France, and the United 
States start from smaller beginnings, are necessarily even more 
against us than the totals. But not to mention the fact that 
our exports of ships and their machinery are omitted, it has 
always to be remembered that these are the aggregate figures 
of nations which greatly differ from each other in area and 
population. " It is necessary,'^ says Sir Alfred Bateman, " to 
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examine the facts not only as they stand alone, but as they 
appear when the amounts per head are compared/' The fol- 
lowing table gives the figures per head for the quinquennial 
periodi from 1875 onwards : — 





United 
Kingdom 


France 


Germany 


United 
States 


Average of period— 

1875-79 


£ 8.d. 

6 
6 18 8 
6 8 8 
6 2 11 
5 19 5 


£ 8. d. 
3 14 11 
8 18 6 
3 9 8 
8 11 4 
8 14 8 


£ 8. d. 
8 8 
8 8 8 
8 6 6 
8 2 9 
8 7 2 


£ 8. d. 
2 16 8 


1880^ 

1886-89 


8 5 11 
2 11 10 


1890-94 


2 19 


1896-99 


2 18 4 



Thus, as Sir Alfred Bateman says, *^ the exports per head 
in the United Kingdom are fax in excess of what they are in 
either France or Germany, and BtUl more in excess of what 
they are in the United States/' " Since 1876 the exports per 
head have been nearly stationary in all the countries named, 
so that no one is getting ahead of the others in this respect/'^ 

Here, surely, we are beginning to get the due to the facts 
and figures which appear so horrifying to *^ Calchas/' 

For what now emerges? Plainly this — ^that, while in the 
aggregate the greater populations gain upon us, in proportion 
to their population, the relative industrial capacities of the 
Englishman, the Frenchman, the German, and the American 
remain almost exactly where they were twenty years ago. 
Great Britain, now as then, exports nearly twice as much per 
head of her population as Germany and the United States per 
head of their populations. That, surely, is not an unsatisfac- 
tory conclusion, and still less unsatisfactory, when we bear in 
mind the immense energy which during the same period has 
gone into shipping. If we are to augur decline or advance 
from the figures of the export trade, which are merely one test 
among many, it must be on the basis of the relative positions 
per head. It is a wholly vain supposition which can lead to 
nothing but dillusion and groundless panic, that we with our 
smaller population can continue perpetually to hold the same 
relative position in aggregate output to Germany and the United 
States, with populations respectively forty per cent, and eighty 
per cent, greater than ours. In that respect we are comparing 
a hundred horse-power engine with a hundred and forfy and 



^ British and Foreign Trade Memorandum, Ed. 1899, p. IL 
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a hnndred and eighty horse-power engine. The fsonaller machine 
cannot reasonably be expected to yield the same amount of 
energy as the larger. 

But in looking at Sir Alfred Bateman's remarkable figures 
of exports per head of population, the reader may perhaps have 
asked himself whether in spite of all the advances in science 
and mechanics which the period has witnessed, the productive 
capacity of mankind can have remained stationary, as these 
figures seem to suggest. The answer is, of course, that it has 
enormously increased. For what the figures show us is not the 
output or the volume of trade, but its value measured in gold, 
and in the years under review the purch«ising power of tiie 
sovereign has enormously increased. Thus, ^ take a simple 
instance, sixty-four sovereigns in 1898 purchased as much as 
109 sovereigns in 1872 — ^a consideration which further dims 
the lustre of that wonderful year. If, therefore, we wish to 
measure the industrial energy of any country by comparisons 
between present and past, we must make due allowanice for the 
changes in the purchasing power of the sovereign, as we can 
do by means of the index numbers, so-called, of Mr. Sauerbeck, 
and the Boyal Statistical Society. Mr. Gilbert Slater a short 
time ago prepared for the Westminster Gazette a diagram of 
British exports corrected according to the index numbers, so 
as to show the volume instead of the gold value of the goods 
exported.^ 

Kow the merest glanoe at tibia diagram shows the fallacy 
of supposing that British industrial energy, as measured in ex- 
ports, has declined or is stagnating. On the contrary, it shows 
an enormous and continuous increase of output which is not 
the less a mark of industrial virility because it is accompanied 
by a fall in price.* 

It is not true, therefore, as "Calchas** and his friends 
60 perpetually assert, that we are either stagnating, decaying, or 
being crushed out. The increase of trade with Canada and 
with South Africa, says '^ Galchas/' has concealed the decline 
in extra Imperial markets." But suppose we just alter the 
words, and say that Colonial development has diverted the 
stream of British trade from foreign countries to the Colonies, 
do we not get a much more probable and rational, if less roman- 



^ The unit which Is here employed is that of the purchaslngr power 
of £1.000.000 in the years 1866-9. 

' Mr. Ohlozaa Moxtey ihas estinaated that at the estnaordinaxy 
prices of 1872 our exports in 1900 would have amounted to about 
£426.000,000, instead of the £284.000.000 shown in the Custom House 
returns. 
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tic and alarming, version of the facts? The causes which 
divert tmde, either temiporarily or permanently, from one mar- 
ket to another, are many and obscure, and need to be explored 
with the greatest patience and care. A Tariff barrier, or the 
rise of a home industry, may check the impori^ation in one, 
while it is actively stimulated in another by the floating of 
loans, and the consequent demand for plant, machinery, and 
other goods by which the loan is conveyed from the creditor 
to the debtor. The loans floated by the Australian Colonies 
alone during the last ten years amount to seventy millions ster- 
ling, and this vast amount has been represented mainly by ex- 
ports from Great Britain. It seems to be inevitable that dur- 
ing this period there should have been a diversion of exports 
from foreign countries to the Colonies, and extremely probable 
that when this development period is at an end the Colonial 
exports will fall or remain stationary^ while the foreign ex- 
ports again advance. If that happened, the Protectionist party 
would no doubt have a fresh panic about the decay of Colonial 
trade, which they would tell us was due to our obstinate re- 
fusal to accept Mr. Chamberlain's policy. It would of course 
be due simply to the cessation of those Colonial borrowings 
over which some of our flnancial critics already shake mourn- 
ful heads, while heartily applauding the increased flow of ex- 
ports to the Colonies which are their necessary consequence. 
To what conclusion do these considerations tend? First, 
to a quite different conception of the course of trade history 
from that which the Protectionist school adopts. We look be- 
hind the money values to the volume of trade, and form our 
expectations according to the populations and industrial capa- 
cities of the countries concerned. Judging by these tests we 
find no ground for panic. The volume of British trade has 
immensely increased; the comparison per head of the popula- 
tion is very nearly as much in our favour as a generation ago; 
our maritime supremacy is as great as ever. To suppose that 
in aggregate output we can hold the same relative position as 
formerly to countries which have a far larger territory and 
immensely greater population is not in our view a rational ex- 
pectation, nor is it a mean accomplishment, considering our 
small area, and lack of exportable raw material, that we should 
for so long have held the first place in the foreign trade of the 
world, and continue to hold it notwithstanding the competi- 
tion of miore populous rivals. The Protectionist case assumes 
that there is somewhere in the United Kingdom a large reserve 
of industrial energy, which would be called into service by the 
imposition of tariffs. There is no evidence of this, at least for 
the period we have been examining. To all appearances our 
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industries have been working at high pressure; wealth has been 
increa£dng hj leaps and bouiiddy unemfploymeait has come near 
the point at which it is explained by physical and moral unfit- 
ness. When " Calchas ** tells us that " hardly any new in- 
dustry has been founded here for the last twenly years " he is 
using words which have no meaning for those who are acquaint- 
ed with the bustling life and unsleeping energy of the indus- 
trial centres. The epecialists whose business it is to watch 
trade, have for each of the last three years been asking them- 
selves w'hether the cycle of proeperity could possibly be pro- 
longed for yet another year and another. But there is a limit 
to the trade capacity of even the most industrious country in 
the world. It is improbable that at any given moment we shall 
do equally well over the whole field of commerce. When a 
great deal of energy is going out into Colonial trade, there is 
likely to be less energy for foreign trade. Or when a large and 
sudden deanand comes from one foreign market, the supplies 
will be diverted from other foreign markets. To say, in such 
circumstances, that the increase in the one case merely masks 
stagnation or decay in the other is to speak irrationally. There 
may even be times, as American business men commonly allege, 
when the foreign trade, which for the purposes of this argu- 
ment we are taking as the test, ceases to be any sure guide to 
the prosperity of the country, for the demand of the home 
market may be on such a scale that it becomes unprofitable or 
less profitable to export. And, on the other hand, there are 
also times when an apparently prosperous export trade may 
even argue depression in the home market. We need to sur- 
vey the whole field and apply a dozen different tests, before 
we can pronounce with certainty that trade is either advancing 
or declining. 

If then, on surveying the recent history of British trade, 
we can find no substantial reason for the panic which has over- 
taken some of our politicians, we are rid of a large part of the 
case which is urged for a sudden reversal of our trade policy. 
But in saying this, I must not be supposed to mean that Free 
Trade will in itself protect us from trade deipression, or the 
failure and decay of important industries. It is possible that 
one nation may decline under Free Trade and another prosper 
in spite of Protection. No commercial policy whatever could 
save us from the consequences, if the inheritors of wealth lost 
the strenuousness which had made wealth, or if, trusting to the 
old ways, we despised the weapons of precision and the scien- 
tific armament which are as necessary in modem commerce as 
in modern warfare. Our industrial methods have indeed in 
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recent years been ©omewhat analogous to our military methods. 
We mismanage the beginnings and are slow at the uptake of a 
new discoveiy, putting obstacles in our own path by blunder- 
ing legislation, as in the case of the electrical industry, or more 
recently of the motor oar industry. Or we give away a great 
trade, rendered possible by one of our own men of science 
because, unlike the Gtermans, we have nio faith in chemists. 
And then, as in war, we muddle through, groaning and blun- 
dering all the w^hile, but as a rule regaining a large share of 
what we had lost at the beginning, thanks to our cheaper pro- 
duction and conscientious workmanship. It would be folly to 
suppose that Protective TariflEs would help us in any of t£ese 
respects, or do anything more than shelter us for a tim« in a 
restricted and inferior market. Foreign Tariffs are a great 
evil, but on the whole we have fought them successfully, as 
Peel predicted, by free imports, and we have abundant evid-ence 
from the experience of our neighbours that retaliation, so far 
from leading to freer trade, involves those who use it in a 
more stubborn and chronic Protectionism. If it is once 
grasped that a blow at imiports is a blow at foreign trade, since 
it is impossible to dimini^ what comes in without diminishing 
what goes out, a large part of the argument for Protection wiU 
be recognized as a mere misunderstanding of the mechaniemi 
of trade. Apart from exchange of goods, no nation w^hich 
rendei^ such immense services to foreign nations as we do can 
desire to make the collection of its debts more difficult. The 
rest of the argument is a plea for special interests at the expense 
of the public, a public which, like ours, is uniquely dependent 
on free and abundant supplies of the necessaries of life from 
oveisea. It is not Cobdenism, but social justice which rejects 
these specifics; and the commonsense which forbids us to 
believe that we can make abundance by creating artifidal 
scarcity will, I am confident, make short work of the sophis- 
tical pleas by which this paralogism is disguised. My purpose, 
however, in writing this article, was not to argue these mat- 
ters, but to enter a humble protest against that process of 
" crabbing " the Empire and its trade which is thought to be 
a fit preliminary of Mr. Chamberlain's campaign. 

J. A. Spender. 
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LUMBERING IN NEW BRUNSWICK. 



BY JOHN T. P. KNIGHT. 



A DAT WITH THE 8TBEAM-DBIVBRS. 

I love the forefit; I could dwell sammg 

Theut silent people, till my thoughta up grew 

In nobly ordered form, aa to my view 

Rose the succession of that lofty throng. 

— irOnet. 

THERE was a pleasant smell of wood-smoke in the morning 
air when I started some years ago to spend a holiday 
with the lumbermen on the Meduxnakeag, one of the rapid 
streams emptying into the St. John river. The heavens looked 
dull, grey, and threatening. But, behind a span of horses in 
company with an entertaining driver, I soon ceased to look 
aloft for signs of the weather, and thought only of my host's 
pleasing invitation to visit one of his lumber camps and " see 
the logs going over Briggs' falls.** 

And so, as we left the town of Woodstock, New Bruns- 
wick, behind us, and I noticed the rushing waters of the river 
knowing no liquid rest, no silent slumber, as, swollen by fast 
melting snow and ice, its torrent carried the logs on their 
course to the mills, I recalled the above lines of Milnes* on the 
trees of the forest, and wondered what the same gifted writer 
would find to say of these "silent people** when, stripped and 
ehom of their glory of limb and foliage, they are being stream- 
driven to the nearest saw-mill. 

H-^wever, the j^urpose of this paper is not a moralizing 
homily on woodland scenery. I merely write to give to those 
readers of the Joubnal who know nothing of lumbering and 
lumbermen an outline sketch of stream-driving as seen by me 
on the Meduxnakeag. 

Speaking of lumbermen and their lives of exposure and 
hardKhip, let me mention one incident of our trip to Briggs 
Falls as an illustration. Just as our team was leaving town, 



Digitized by 



Googk 



74 JOURNAZ OP THE CANADiAN BANKERS' ASSOCIATION 

a messenger handed to the driver a telegram. It was dated 
Missoula, Montana^ and read: 

" John is dead of pneumonia. Break srently to wife." 

The telegram and a few words of explanation told the 
old, old story of life among our lumbermen, miners and fisher- 
men. John, like others, had left wife and children to seek 
fortune in the golden republic, and died away from home. Not 
much to chronicle here. A common incident to the world at 
large. But, a life's sorrow to the one to whom my friend had 
to " break the news gently.*' 

I listen to the story of John's departure to the west and also 
his earlier career, as we journey along the road, and after two 
hours driving we reach the lumber camp at Belleville. And 
now let me try to describe the interior of the camp. The low 
wooden building to which I am conducted by the chief of the 
gang of stream-drivers, whose acquaintanceship I am shortly 
to make, is the cabin of negro song and story. But, upon 
looking around, the interior bears noticeable resemblance to 
the 'tween decks in the steerage of an emigrant ship. For one 
side of the shanty is shelved, to the depth of some six feet^ 
in such a way as to enable every man (these shelves being 
sleeping berths) to recline with his head to the wall. This is 
economizing space with a vengeance. The sleepers, when 
spooned out on these shelves, lie so close that in this cabin 
(the dimensions of which are not more than 20 x 20 feet) some 
forty men find room for what must be health-giving sleep — ^if 
one can judge by appearances. Here come the men! Let us 
look at them closely and see if we can discover any outward 
and visible signs of sickness, the outcome of their close con- 
finement at night time. 

But first let me surprise you by saying that the space 
reserved for sleeping quarters for the stream-drivers is evidently 
laid out with a view to leaving stove room and accommodation 
for the cook. Ijhe kitchen utensils are not numerous. A 
large cauldron for the reception of pork and beans; a few pots 
of lesser size for potato boiling and tea brewing; a stack of tin 
plates and mugs; some pans for bread making; a jar of molas- 
ses, and a couple of flour barrels to siqpiport the kitchen table 
upon which the cook is engaged in rolling some good looking 
paste for what I fondly hoped was pie crust. Such were 
all the signs of preparation for feeding a small army of strong 
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and healthy men. And yet everything during my stay seemed 
to show that the cook had no great difficulty in keeping every- 
one well fed and free from aches and ills. The cook was a 
quiet fellow with a somewhat melancholy f ace^ and a look as if 
regretting that he lacked an opportunity to show his skill 
in the culinary art. But, I am ready to back his preparation 
of pork and beans against a similar dish from any lumber 
camp on any stream in any other part of Canada. 

And now for the men. They form a ipdctureeque group 
as they come tumbling into camp, and in a mechanical way 
squat along the bench that lines the foot of the bed — ^that big 
shelf upon which all of them are laid away at night to sleep. 

Look at this burly, dark-skinned chap, whose big frame is 
silhouetted in the doorway against the background of grey 
sky. Some one calls him " Qabe,^^ and, as he lounges to the 
beanpot and taking the crook-handled spoon dips out about a 
pound of the savoury mess on to a tin plate, I discover that 
''Gkibe*' is a Milicete Indian, and it would please Fenimore 
Cooper to know that this modem Tineas is a "jam-cracker," 
a ** white water man.'' 

A serviceable lot are the New Brunswick lumbermen. It 
may be that, when the logs are running well, an onlooker might 
think that my friends are to be envied as they lounge about in 
sheer idleness on the rising ground overlooking Briggs' Falls. 
But, let some unforseen danger arise. Let a jam occur in 
the wildest of the swirling mass of logs and water above or below 
the falls, and these same men now bearing close resemblance, 
save that they are unarmed, to a band of outlaws, the Jacquerie 
of one of James's novels, will spring into dauntless activity;. 
And God knows it is no great living that they get out of the 
deadly risks they sometimes run, and the lives of exposure 
they are compelled to lead. 

And even now I have not given you any description of 
stream-driving. 'Tis that branch of lumbering operations which 
comprises the launching and floating of the trees felled by the 
axemen, stripped of branches and knots, and then hauled to 
the water's edge during the winter months. 

The camp of stream-drivers visited by me contained some 
forty men, the advance guard of a small army at work on 
branches of the same stream. 

For the better understanding of the work of stream- 
drivers, try to imagine a river swollen by spring rains and 
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melting snow and ice into a rushing torrent of water sweeping 
in ever-widening channels* to the main river — ^the St. John, 
Miraraichi, or Ottawa of the district — ^and at certain points 
falling perhaps forty to fifty feet through gorges, and over 
rocky precipices. 

Imagine this bank lined on either side with the limb-shom 
trunks of gigantic trees of spruce, pine and cedar. Then, to 
the head waters of this stream, the lumber operator sends his' 
army of *' drivers.'' 

The advance guard, such as my friends of the camp at 
Belleville, are selected for their activity, daring, and know- 
ledge of the ways of logs when on their voyage down the rivers. 

Should the logs be jammed in eome dangerous bend or 
rocky gorge by hanging on a ledge or sand bar and then spread- 
ing in apparently inextricable entanglement from shore to 
shore, 'tis the duty of sujch men as my hardy friends of Belle- 
ville Camp to merit their title of *^jam crackers" or "white- 
water men " by boarding the field of logs through and around 
which the water is swirling and tossing in foaming anger at 
the stoppage of its freedom and its race to the sea. And then 
they *' crack the jam" with long spiked poles, to do which 
they leap from log to log seeking the key to the jam, or else, 
with tackle and horses to assist them from the shore, patiently 
work at the lumber xmtil the logs are seen to move, and the 
floating forest is once again free to swirl and toss and turn 
on its way to the booms below. Dangerous' work is that of the 
stream-driver. The sudden removal of one log, an instant of 
hesitation, a moment of carelessness in leaping for the shore, 
may sweep some unfortunate one under the logs and away with 
the rushing stream to his last encampment. * * * As I sought 
the highest knoll to watch the logs go over the falls, I noticed 
another sign of the system and mechanism of stream-driving. 
A flag is lying on the ground, and, in answer to my inquiry, a 
beau ideal of a young lumberman, informs me that the bit 
of red bunting on the pole is hoisted (when the jam-crackers 
see signs of a jam) as a signal to those up stream to build a 
boom and stop the run of logs. 

And now, before my day with New Brunswick lumber- 
men comes to an end, let us watch for a few minutes the logs 
going over Briggs' Falls. The falls are not high, but they 
are made picturesque and wild looking by the rapids above, 
and the rocks and dark and dangerous* pools below. Here, 
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down the rapids approaching the falls, comes a fallen king of 
the forest, one of Milnes' " silent people " — ^the bare trunk of 
a big spruce tree full thirty-five feet long. It is now tossing 
thro' the rough waters like a chip, or a toothpick. Just where 
the dark stream falls over the rock into a seething cauldron 
of spray and foam thirty feet below, the water is* smooth and 
oily. Into this our log rides, shoots forward, and, as it plunges 
downward, the butt end tosses upward like the last sight of a 
sea troufs tail when the stricken fish is disappearing after a 
leap of mortal agony. And, now, look below. Our log has 
gone over the falls in company with half a dozen others of 
smaller dimensions, and, above the ceaseless roar of the falls, 
one can detect the thumping and grinding of the logs as they 
are whirled thro' the broken water and over the rocks* below. 
Here, twenty feet from where our spruce tree took its plunge 
downward, it rises again from the water literally on end, and, 
with twenty feet of its length pointing heavenward clear of 
the water, recalls for a moment its glory as a monarch of the 
forest. And then — it falls, and is lost among the other 
logs, its mark of ownership gleaming in a ray of light that 
strikes its butt a&' it once again becomes a stream-driven chip 
— a mere spruce log — one of Milnes' " silent people '* shorn of 
glory. 
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SCOTTISH COMMENT ON CANADA^S HOME EULE 
RESOLUTION. 



The present is an opportune time for mentioning the fact> 
which should have been patent to a self-governing colony, that, 
with or vnthout the gracious penmission of Canada, we feel a 
tolemble amount of confidence in our ability to manage our 
own domestic affairs. What we have also acquired during a pro- 
longed and troublesome course of tuition is a fair acquaintance 
with the lessoil that peoples and governments alike can find 
worse employment than that of minding their own business. 
These may appear to be somewhat elementary truths, and their 
enforcement would not have been required but for the recent 
resolution of the Dominion House of Commonjs advising His 
Majesty of the correct and presumably only manner in which 
his ancient Kingdom of Ireland should be governed. It is not 
too late to make plain the fact that we have not condoned, 
because we have hitherto neglected, the precedents upon which 
that resolution was based. So long ago as 1882, when Ireland 
M'as seething with treason and Mr. Gladstone, like Saul of Tar- 
sus in his unregenerate days, had seen no visions by the way, 
the Canadian Parliament sent a petition to the Queen asking 
tliat a measure of local self-government should be granted to 
Ireland. The Colonial Secretary of the day adopted the only 
possible resply, that in such a question, " Her _ Majesty will 
have regard to the advice of the Imperial Parliament and min- 
istry, to which all matters relating to the affairs of tbe United 
Kingdom exclusively appertain.** Undeterred by an explana- 
tion which Teads like a courteous rebuke, Canada intervened 
again in 1886, albeit in a less illegitimate fashion, and also, 
with some premature jubilation over Mr. G-ladstone's project, 
in 1887, when Home Eule had begun to decline from the meri- 
dian of hope. Now in. 1903, when eeparatist agitation has been 
succeeded by what everybody trusts is an era of political as well 
as agpariau peajce, the Dominion Parliament once more offers 
its advice in a matter that " exclusively appertains to the 
Imperial Parliament and Ministry.^* 

We learn with some satisfaction that for an expression of 
His Majesty's views upon the prayer of their petition, Mr. 
Chamberlain has referred the Dominion legislators to the 
answer given in 1882, for even at this time of day it may not 
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have dawned upon oolonials that iih-e sovereign of these realms 
is guided by " the adyioe of the Imperial Parliament and Min- 
istry, to which '* — ^it has surely escaped the notice of our per- 
tinacious friends — ^'^all matteiB relating to the affaiiB of the 
United Kingdom exclusively appeiiain/^ If this is not a diplo- 
matic moie of suggesting to the Parliament of Canada^ that 
itb functions relate only to that very considerable tract of coun- 
try boxmded by two oceans, the United States and the Polar 
North, language has lost its meaning. Wihat is the position of 
the two countries? One of complete legislative independence, 
in which the principle of_" no taxation without representation '^ 
has been carried to the extremist limit by that very partner in 
the Imperial bond which offers kindly suggestions to King 
Edward and his counsellors as to how they should run their 
domestic concerns. 

The absurdity of the position would be visible even to a 
Canadian member of Parliament were the British House of 
Commons, for example, to meanorialize the Crown, pointing 
out that Canada enjoys all the benefits of naval defence with- 
out contributing a cent to the formidable cost entailed, and 
that " justice to Britain *' demands a more equitable armnge- 
ment. Or let it be supposed that Canadian politicians should 
embark upon new developments in their relations with the 
United States. The "inestimable benefits" of the federal 
system are glowingly referred to in the petition as an urgent 
reason why we should make another and startling experiment 
in Ireland. But what would be said of the British Parliament 
if it attempted to interfere with the discussion of questions 
affecting the internal affairs of the provinces and their future 
relations to earfi other? We are prepared to find that the 
least symptom of such interference would be resented with 
equal vigor by politicians of all ranks throughcut the Domi- 
nion, whether in French Quebec, loyal Ontario, or that home 
of Separatist coteries, British Columbia, We have a right 
to ask that colonials will have no less respect for our predilec- 
tions and prejudices. The dream of Imperial federation, is, 
no doubt, nearer of realization than the poef s " Parliament of 
Man." But until it possesses substance as well as shadow, we 
shall be content to leave Canadians to their own devices and to 
go our own way — " muddling through," but rejoicing that the 
TcwaidB of success as well as the penalties of failure are ours 

alone. • . i : 'ill- 
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REMAEKABLE GROWTH IN CANADIAN TRADE. 



THE American '^ Bankers* Monthly/' in disciissing the 
expansion of our trade, says: — ^^^A pamphlet has just 
been issued in connection with the meeting of the Congress of 
Chambers of Commeiee of the British Empire in Montreal, 
exhibiting what proves to be a most remarkable growth in the 
trade of Canada in the last few yeais. It shows that the com- 
bined import and export trade of the Dominion has increased 
from approximately $170,250,000 in 1871 to $381,000,000 in 
1901, and that during the last two years it has grown to the 
striking total of $467,000,000. The percentage of increase in 
the last five years is over 65, twice that of the United States, 
twice and a half that of QernMtny, and more than three times 
that of the IJnited Kingdom. In the main the increase re- 
corded has been due to an expanding production of surplus for 
export, which, of course, correspondirgly enhances the total of 
imports, but the exports have not alone grown in agricultural 
prodnctB, but in manufactures as welL 

The trade statistics of the United States which have been 
the marvel of the age are not, atrange as it may seem, either in 
volume or proportion of increase, as great as those of its neigh- 
bor when taken in comparison with the populations. The 
primary incentive to this large and rapid expansion in Can- 
adian trade has been in the improvement of internal trans- 
portation and the opening of the great northwest to settlement. 
Foreign capital has been freely spent in the construction and 
improvement of railroad facilities and waterways. In 1871 the 
entire railroad mileage of Canada was Uttle more than 2,500 
miles. After the construction of the Canadian Pacific this was 
increased to 14,000 miles. Now it is estimated at over 20,000 
males with large and important extensions in progress. Im- 
mense SMWB have also been spent in improving water communi- 
cation. Owing to this the shipping engaged in Canadian trade 
increased from about 13,000 tons in 1871 to over 70,000 tons 
in 1902. 
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The large proportion of trade to people is due to the fact 
that population has not kept pace with the opportunities pre- 
sented. While manufacturers and industries in general keep 
pace with the population^ agricultural production can, and has 
in this case, increased out of all proportion to the inhabitants. 
It is here that the great surplus production of Canada is to bo 
found, in the natural products of the soil; the opening of vast 
and prolific areas of uncultivated land. As the value of the 
exports of a country must be settled by the imports principally, 
it is seen that the trade of Canada has grown in spite of the 
tariff, only that it has grown far more rapidly under the moder- 
ate schedule, existing the last twenty years, than before. 
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QUESTIONS ON POINTS OF PRACTICAL INTEREST. 



REPLIES may be obtained through this column to enquirieB 
of Associates or subscribers from time to time on matters 
of law and banking practice, under the advice of counsel where 
the law is not clearly established. 



The questions received since the last issue of the Joubnal 
are appended, together with the answers.* 

Does Crossing amount to Certification? 

Question 563. — ^A customer comes into the Bank and 
aisks to have his cheque, which is payable to tihe order of a 
Montreal firm crossed payable at par at our Branch in that 
city. The Manager or Accountant complies with his request 
by writing the following across the face of the cheque, " Bank 

of Montreal, please cash at par, A.B.C. Mgr." Does 

such a crossing amount to a certification? 

Of course I am discriminating from cheques which have 
printed on their face "payable at par at any branch of the 

Bank of ^' or any similar wording. 

• 

Answer. — ^While not a regular certification, we consider 
that such a request initialled by the manager is practically an 
order to the Montreal Bank to pay the cheque on presentation 
and the Halifax Bank would not be jtstiiied in refusing to 
honour it afterwards. 

The rule in most banks is that no cheque shall be marked 
payable at par at another ofSce unless it is regularly certified. 



* The editor fears that some questions received by him have been lost 
throufrh his carelessness, and wlU be glad to receive dupUcates of same 
from the senders— to whom he opologises. 
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Advances on Tea^ etc. 

Question 564. — ^Ifi a boiik jujstified in making advances to 
an importer and wholesale dealer in tea and ooffee, upon the 
security of such merchandise^ under section 74 of the Bank 
Act? 

Aksweb. — The transa)ction would not be invalid. Com- 
plications^ however^ might arise if there were an unpaid vendor. 

Banking Etiquette. 

Question 666. — ^Referring to question No. 664, July Issue 
of the Journal, re Banking Etiquette, will you please favor 
me with your opinion as to how the case would stand if, after 
exchange of parcels, as is customary in country towns, Bank 
''A" makes a second and special deposit of one small cheque 
which had been taken off their deposit that day (because im- 
properly endorsed) by Bank " B.'* Would not Bank " B '' be 
quite justified and within their rights in refusing to accept 
such a deposit, if for no other reason than that it was contrary 
to custom with banks in <7anada to make more than one deposit 
a day with each other. The cheque was that of a large cor- 
poration (not local) payable at par at Bank "B,*^ and there 
could be no question as to its being perfectly good when pre- 
sented for payment, so that any doubts as to payment of the 
cheque could not have been the motive for such an unusual 
and unnecessary act. 

Answeb. — ^Bank "A^' acted within its rights. Local cus- 
tom scarcely applies. 

Railway Bill&of-Ladinff — Tlieir Value. 

Question 566. — A duly authorized agent of a railway 
company signs a bill-of-lading covering, say, 600 barrels of 
flour, but writes on the bill-of-lading the words "Shippers 
count, more or less.*^ 

The consignor ax?tually ships 400 barrels only — ^fails and 
clears out, after getting a bank to cash his draft for the equiva- 
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lent of 500 barrek, and duly endorsing the bill-of -lading, which 
was drawn to his order. 

The consignee, finding that only 400 barrels have arrived, 
refuses to accept the draft, and the goods are thrown on the 
hands of the iMtnk. 

Is the railway company liable to the bank for the value 
of the missing 100 barrels? In other words, does the insertion 
in the bill-of-lading of th« words quoted relieve the railway 
company of responsibility to deliver the full 600 barrels or not? 

Answeb. — The railway company would be responsible only 
for the number of barrels of flour actually delivered to them, 
even if the words " shippers count, more or less " appeared or 
did not appear on the bill-of-lading. 

Payee of Cheque Changed &y Endorsement of Maker. 

Question 567. — ^A cheque is drawn by John Smith, pay- 
able to the order of John Brown. Smitii later endorses it 
" Pay to the order of C. Eobinson, John Smith,'^ the original 
payee not endorsing it. After being duly endorsed by Robin- 
son, who cashes it at his own bank, it is sent through the 
Clearing House to the bank upon which it is drawn. The 
latter bank refuses payment on the ground that it is not en- 
doreed by ''John Brown.^^ Are they justified in refusing it, 
in view of the endorsement of the maker? 

Answeb. — The cheque is manifestly irregular, and the 
drawee bank is justified in refusing payment. 

Prefixes to Signatures. 

Question 568. — ^A cheque payable to Mr. John Smith is 
endorsed the same way. Does the " Mr." vitiate the signature ? 
Is the rule the same with respect to any prefix, as Dr., Eev., 
Mre., etc.? Kindly give full reply. 

Answeb. — A genuine endorsement, as described, while 
stupid, is not vitiated by such a prefix. 
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Deposit Receipt — When Payable to Two Persons. 

QlTBSTION 569. — 

$100. 

Beceiy€d from John Jones and Adam Jones the sum of 
one hundred dollarB^ which amount will be aeooimted for to 
either by this bank, etc., etc. 

$100. 

Beceived from John Jones or Adam Jones the siun of 
one hundred dollars, which amount will be accounted for to 
either by this bank, etc., etc. 

Which of the above forms would be considered the better, 
the only point for discussion being the use of "and '' or " or " ? 

In a discussion on this point, it was urged by one banker 
that, following the first form, the bank might be made liable 
to boCh parties for $100 each. 

Answer. — ^'^Eeceiyed from John Jones and Adam Jones 
the sum of one hun<ired dollars,*' etc, would be the correct 
phraseology. Section 84 (2) of the Bank Act is applicable, 
as follows: "or if it stands in the name of two persons, the 
receipt of one .... shall be sufficient djschaige.'* 

No Funds and No Account. 

Question 570. — ^Is there any legal penalty for issuing a 
cheque for which there are no funds and no account ? Is the 
law on this point the same for ail the provinces ? 

Answeb. — ^Under the circumstances described, it would be 
necessary to prove that such was done with intent to defraud. 
That being done, the criminal code is explicit. 

Reasonable Diligence in Presenting. 

Question 571. — ^A bank receiving a draft for collection, 
happens to know positively that the drawee has transferred 
his place of business to another city and knows the number 
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and the street vfhere the drawee ie to be found — ^the draft is 
protestable for non-«ioceptanee. 

What is the better <K)iir8e to follow? Is it to present it 
to the former place of business and protest it, or to send it to 
a bank in the dty where the drawee can be found? 

Answbb. — ^There is no special provision in the Bills of 
Exchange Act defining the duty of the collecting bank in this 
case. The duty is to use reasonable diligence in presenting 
the bill so that it may be presented to the drawee or some 
person having authority to accept or refuse acceptance. 

With the knowledge on the part of the collecting bank 
stated in the question it oould hardly be said that reasonable 
diUgence had been shown unless an attempt had been made to 
reach the drawee at his new place of business. If the bill is 
directed to the drawee at his old place of business the best 
course to pursue would be to present the bill at this place and 
then to send it for presentation to the drawee at his new place 
of business. If he cannot be found at either place, protest 
for non-acceptance and mode of presentment could not be com- 
plained of. 
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CORRESPONDENCE. 



To the Editor : 



Deab Sib. — Can you find room in your next issue for a 
complaint ? 

We, in oflBces outside the City of Toronto, are confronted 
with a great yariety in the names used to designate some 
of the branches of banks in the city. In one case four dif- 
ferent descriptions are given; two numbering stamps read 
" A. St. W.,'' and '' Cor. of A. & B. St.,'' the endorsing stamp 
reads " A. St. Bianch,'' and the letter head is '' B. St. Branch.'' 
ThLs may be clear enough to residents of the city, but to one 
who has not that advantage it ifi often confusing. The above 
is an extreme case, but the same is true of most of the city 
branches in a milder form. Yours truly, 

'* OUTSIDBB." 
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EDITORIAL. 

Whether the Cup with sweet or bitter ran, 
The Wine of Life keeps oozing drop by drop, 
The Leaves of Life keep falling one by one. 

OiiAR Khattaii. 

To all oua- readers, from ocean to ocean, we extend good 
wishes for a Happy New Year. The seasons roll on — the old 
die — ^the elderly become old — and the young, one after another, 

slip their home-cables and sail away from us. 
iirJv^TM^ ^^^ ^^^^ succeeding year brings to the mind 

with force and interest the friendships of youth, 
and the pearticular season induces a train of pleasing thoughts 
and associations. It is in such a mood that we ezteind to the 
readers of the Joubnal every good wish for this the New Year. 
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Canadian bankera who contend that conservatism in the 
banking business is disappearing befoore the fierce competition 
for accounts and the unseemly scramble for deposits will be 

glad to know that the members of the New York 
of mmtt Clearing House are seriously considering the 

abolition of the custom of allowing interest upon 
current account badanoes. If this is accomplished across the 
border, Canadian bankers might follow suit. In such a move- 
ment, coming close upon the adoption by the New York Clear- 
ing House of collection charges on all out-of-town items, may 
be seen another sign of a retam to jSie reign of r^»on, and also 
an indication that the new banks and trust companies in the 
United States are beginning to realize that deviation from the 
path of prudence and conservation in banking would be extreme- 
ly dangerous during a period of depression. It is chiefly by 
safeguarding the minor profits, and by absolutely declining to 
pay more than money is worth, that banks and trust companies 
become strong, and deserving of public confidence. 



Financiers of the period we live in who may like to learn 
something <xf the methods of the money lenders, brokers and 
usurers of ancient times will find the article on *^ Bankers and 
Aneiiiit and Brokers in Ancient Bome,^' reproduiced herein 
Kodtrn from the October number of the Monthly 

Banking Review, remarkably interesting. In some re- 

spects the bankers of to-day might do worse than follow 
in the footsteps of the money-dealers wiho oceupied offices 
in the business centre of cilassdc Home over twenty cen- 
turies ago. These early financial magnates evidently realized 
that money deposited with them when subject to the cheques 
of their clients, was not of sufficient value to entitle the said 
clients to interest thereon. It was only upon money lodged 
with these ancient Romans for a specified period that interest 
was paid. But, even in Canada, there may be found bankers 
who daily display contempt for the wisdom of a period 
antedating the birth of Christ by 309 years, by allowing their 
clients interest on current accounts. Yet these bankers and 
brokers of ancient Rome, if the research of Mr. Lanciani counts 
for aught, knew their business. They opened current accounts. 
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xeoeired depoeits, and made loans — the laet ait a rate far in ex- 
ceBB kA the modem ttnd modest 5 per oent.^ and^ for money-lend- 
ing porpoeee^ they at one time rediiced the legcd year for com- 
pntinig interest to ten months. In shorty it is evidenft that the 
so^oailled Argmtarii of Borne who occupied banking rooms under 
the Colonnade of the Basilica Emilia carried on all banking 
operations with prudence and sagacity, and it almost seems a 
pity thttt their Yeiy remote deBcendiOiitB o£ the present cen- 
tury cannot be induced to adopt the policy pursued by Titus 
Pomponius Atticus and his brethren when dealing with cus- 
tomers. There is something suggestively attractive in their 
way of treating depositors. Under the ancient Eoman law, in 
the event of the failure of a banker, the daims of those having 
credit ouifrent account balances were satisfied before those of 
the holders of deposit receipts issued by the bank. Such a law 
in our ovm times might tend to discourage the inevitable seeker 
after that " J per cent, above the current rate '* which too 
frequently means redui^ed ohances of obtaining payment of the 
principal when disaster overtakes the venturesome custodian 
of Us funds. 



However, when the baoikers and brokers of the period 
mentioned are looked at from another point of view they are 
not to be envied. The same writer who tells us in such inter- 
fkom ABothtr ^uig fashion of the banking methods of ancieiit 
Folat of Home, and who assures us that, among the patri- 

visw cians, as well as the plebians, existed a hitherto 

unrecorded spirit of " economy, frugality and thriftiness,^^ has 
to admit that nothing can be found in ancient times of in- 
stitutions such as we are familiar with. There were no savings 
banks, hospitals, or prudential institutions. To quote Mr. Lan- 
dani, '* There was no public spirit of economy, just as there 
was no public spirit of charity.*^ The only benevolence and 
charity consisted of monthly distributions of com, oil, and 
money to the children of the poor. It is also evident that 
ward-heelers flourished even in the vicinity of the famous 
Janus Medius, the Wall Street of the anoient Roman Metro- 
polis; as Mr. Lanciani mentions as an impediment to the growth 
of the spirit of thrift, the existence of a sort of Tammany Hall 
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from whence for purely political reasons the low^r half of the 
Roman populace was fed at the expense of the State. 

Altogether^ we can cheerfully recommend Mr. Landani's 
exx^lent and interesting article to readers of the Joubnal. 



This matter to iwhich attention has been drawn 
by a correspondent has been set at rest again and 
again in England. During the progress of a poison- 
ing case some years ago the counsel for the 
2"?*^ prisoner, desirous of showing that the mere in- 
surance of another pereon^s life would not war- 
rant suspicion of the applicant's motives, mentioned ihat the 
life of the late Queen was freely insured by her subjects. To 
clear up the confusion caused by the promulgation of the idea 
that any Briton could invest in a policy on the life of his 
queen, information was asked for from the leading insurance 
companies. The lawyer was found to be correct, although his 
statement without the eijplanation given by the companies 
was well calculated to cause surprise. 

There are hundreds of cases of people holding policies 
on the lives of the King and of the Prince of Wales. These 
privileged policy holders are not speculators, but have insur- 
able interest in the lives of the royal personages mentioned — 
the interest being leases of land- or property expiring on the 
death of \he King or the heir-apparent. 



The estimate prepared by the Director of the United 
States' Mint of the World's output of gold for the year 1902 
was $286,888,600, of which Canada was credited with produc- 
ing $20,741,200, and the United States, $80,- 
ooia 000,000. These figures, when compared with 

1901, showed an increase of 1,572,914 ounces of 
gold. With the greater activity prevailing in the mining 
regions of the Transvaal, resultant from the return of peace 
to that country, the production of the yellow metal for the 
year jurt closing ought to show a still further increase. 
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Beports of the reappearance of small-pox in the Maritime 
ProYinoes, remind one of the risk to which bank tellers are 
peculiarly exposed in tiie daily handling of notes. Vaccina- 
tion and scrupuloas attention to deanliness are 
iSIU^aJ^ the surest means of avoiding this loathsome 
scourge. Let those who deride the practice of 
perodical vaccination reflect upon the strides made both in 
the praotice and study of medicine during the present century. 
An American doctor^ in referring to the achievements of his 
piofession in battling with disease, made 'tiiis striking refer- 
ence to the results following the introduction of vaccination. 
He said that if a citizen of our own times could be carried 
bLckwards and dropped down in the streets of London of a 
century ago nothing that he could see would so greatly sur- 
prise him as the large number of faces marked with smoall-pox. 
There were then over five thousand deaths from that dread 
diaease to each million people. 



Another of the several subjects introduced for discussion 

at the annual meeting of the Canadian Bankers' Association 

was that of better protection for the banks against forgers and 

burglars. It was suiggested that the expense of 

P^^^^ and ^oo r 

^^^ prosecutions for forgery, and the tracing and 

detection of burglars, and the cost of all work 
requiring the special skill of detectives in connection with 
crimes against the banks should be borne in equal proportion 
by the banks. Beference was made to the success m«et with 
by the American Bankers' Association in its adoption of a 
similar plan of protection. Prom the annual report of Pinker- 
Ion's National Detective Agency to the American Bankers' 
Association it aippears that eadh succeeding year iihe operations 
by professional forgers against members of the said Association 
are diminishing, and it is claimed that this is due to 
prompt and active measures taken by the Association, tfud 
to relentless prosecution. Of course, as was pointed out during 
the discussion of this matter, the banks cannot expect to enjoy 
the burglary protection aimed at by the Association unless 
they comply with certain conditions involving the adoption of 
all possible precaution for the protection of cash and securities. 
While the modern steel vaults and electrical alarms almost defy 
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the attacks of the most skilful burglar, there are among our 
bank managers several who still pin their faith to the protec- 
tion of their treasures by one or two officials on guard-duty at 
the bank. A modem instance of the protection derived from 
laving an official quairtered on the bank premises at night-time 
may be found in the annual report of the American Bankers' 
Association. On November 30th, 1902, the Bank of West- 
ville, Ind., was attacked by burglars who murdered Wesley A. 
B^nolds, a sixteen-year-old boy. Heynolds was employed in 
the bank during the day, and slept in a room above the banking 
office at night. He was killed while heroically defending the 
bank to the last extremity. More than thirty shots were ex- 
changed before Reynolds received a fatal one. Meanwhile he 
had seriously wounded one of his assailants, and the burglars 
did not remain to attempt operations on the safe. 

Through the efforts of the Amerioan Bankers' Association 
twenty-one forgers and swindlers were captured aiid sentenced 
to long term of imprisonment during the year ending Septem- 
ber laist. Thirty-three safe burglaxs were captured, twenty-six 
of whom were convicted and sentenced. 



However, before Canadian bankers in thedr search for 
greater protection against burglars and forgers adopt the 
methods A the American Bankera' Association, it is more 

than likely that investigation by a special 
?''*^**""* committee may reveal several flaws in the 

system advoea.ted for adoption in this coun- 
try. Some years ago a committee of Canadian bank managers 
examined into this same system and completely failed to in- 
terest the chartered banks in the question as discussed at the 
Annual Meeting in November last. At this meeting, the gen- 
tleman who introduced the subject drew particular attention 
to the necessity of seeing that criminals successfully prosecuted 
by the banks are not released without serving the sentence 
imposed upon them. He and others will find something to 
think about in the following extract from the ''Chicago 
Banker '' of December 24th : — 

W. A. Plnkerton is still explaining how It was that he succeeded 
in getting Dunla^, the bank robber, out of the penitentiary. The 
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Pink«rton A«ency receives 140,000 a year lor catching bank burglars 
and lockixifiT them up, and many of the officers of the American 
Bankers' AsaociaJtion think that they should have been consulted 
ibefore the king of all the robbers was driven Ms liberty. While 
bankers are iMerested to know what Mr. Plnkerton's motives really 
were, those near at home would 'be glad to hear from Axkdbrew 
Russell, of Jacksonville, formerly president of the IlUnois Bankers' 
Association. The onus of releasing Dtmlap has been largely (thrown 
upon Mr. Russell's shoulders as a memiber of the Pardon Board, 
and The Chicago Banker would be glad to publish anything that he 
has to say on the subject It is noticeable In readlns Dunlap's 
history that he succeedlBd In stealing over five million dollars from 
banks alone, and that each tinte he was arrested and locked up he 
managed to secure in some manner a pardon or release from the 
penitentiary. His lavt sentence after robbing several Illinois banks 
was for twenty years, of which he served but three In the peniten- 
tiary. Will Mr. Russell kindly staite his position in the nrntter? ** 

The Executive Council of the Canadian Bankers' Associa- 
tion will probably deliberate long^ before asking its members to 
contribute any large amount money for the conviction of crim- 
inals who cannot be kept in prison. 



At the Annual Meeting of the Canadian Bankers' Associa- 
tion in November, no less than twenty-eight of the thirty-three 
chartered banks were represented by their chief executive offi- 
Proposed ^^> ^^ ^^ly accredited deputies. But the Asso- 

Bankers* ciate members were mainly conspicuous by their 

!■■*»*»*• absence. The reason for this, as was texplained 

by the Chairman and others, is not far to seek. 

Since the incorporation of the Canadian Bankers' Associa- 
tion, in 1900, when the Oovernment imposed upon this body 
the work of inspecting the circulation accounts of all the char- 
tered banks and other important duties, the Executive have not 
been able to devote time and attention to arrangements for " lec- 
tures, discussions, examinations, and competitive papers,'' such 
as were contemplated in the interests of the associates by the 
framers of the by-laws. At the close of the annual meeting 
in 1902, the associates held a conference in Toronto, and dis- 
cussed the possibility of founding an institute for the purposes 
outlined. Contributions towards the expense of maintaining 
such an institute were promised by several of the banks. A 
committee was formed, but no progress in the desired direction 
has yet been made. Now, nothing daunted by the failure 
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of their Toronto brethren, a large number of associates re- 
sident in Montreal are striving to arouse interest in a 
similar projecty and a report of the preliminary meeting held 
for this purpose will be found elsewhere in our columns. 



That the banks intend to maintain the recent expansion 
in their cash assets is made evident by the gradual inci^ase in 
their holdings of Dominion notes. On the 31st January of 
the present year, the chartered banks were in 
possession of $25,148,231, while the dose of 
November showed the total amount to be $30,464,- 
185. There is also a notable increase during the same period 
in the total amount of specie held in the vaults of the banks. 
So ]0ng as our banks display such caution in prosperous times, 
we may reasonaUy hope that no period of depression will find 
them unprepared. 



Interesting on both sides of the Atlantic to students of 
the economic question now occupying the attention of banking 
and business men is the chapter published in this number of 
Bomothixig the JouBNAL in continuance of Prof. Shortf s 

e^^vtms ''History of the Canadian Currency." 
and Trada Even men of political opinions as divergent 

as the North and South Poles will find it instructive, if desirous 
of obtaining light and information upon the vexed questions 
of preferences and trade policies, to read the first five para- 
graphs of Prof. Shortf s work, and then turn to perusal of the 
scholarly article by Prof. Flux upon the " Condition of British 
Trade.'' 



At the dose of the series of lectures delivered by Professor 
Flux at McGill College last winter, the bankers who attended 
same were invited to send to the learned lecturer essays upon 

any economic problem or banking subject they 
2J^^*^ might select. One of said essays is published 

in the present issue of the Journal: — ^'^ Paper 
Currency,'' by Mr. George Howard, of the Eoyal Bank of 
Canada. 
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The paper in question should serve to enconoraige the 
gentlemen now attempting to establish an institute for the 
purpose of assisting bank officials who desire to acquire .the 
tbeory while engaged in the practice of banking. 



The presence of such a large number of general managers 
at the annual meeting of the Canadian Bankers' Association 
made the gathering one at which it was possible to thoroughly 

dissect every subject presented for discussion^ 
Note Xhum andy among said subjects^ not one received greater 

attention from the meeting than that of the note 
circulation of the chartered banks. While it was dearly shown 
that every reasonable precaution has been adopted by the banks 
in the past for the protection of their note issues against forgery 
or frauds and the utmost care exercised in keeping record of 
the issuance and destruction of notee^ it was thought desirable 
to have the present system even more thoroughly investigated. 
A. special committee of six general managers has therefore been 
appointed '' to examine and report at the next meeting of the 
Executive Council upon the present methods of the banks in 
ordering, receiving trnd destroying notes." That such caution 
should be displayed is not surprising, when one remembers that 
the banks are joint guarantors of an issue of notes amounting 
tt the close of November to sixty-seven million dollars. 



A recent judgment of the Privy Council has surrounded 
ell contracts made by lenders of money to wives separate as to 
property with such serious doubt, that Canadian trust and loan 
T^^. ^ companies contemplate approaching the Pro- 

MaxTiad vincial Oovernment at its next session for the 

wouMn purpose of securing an amendment to the law 

on the subject The Canadian Bankers* Association has been 
af ked to join with the leading loan and trust companies in this 
movement. Solemn declaration on the part of the husband 
and the wife that an advance of money is not in any way 
directly or indirectly for the benefit of the husband but solely 



Digitized by 



Googk 



gg JOURNAL OP THE CANADIAN BANKERS' ASSOCIATION 

for the wife is one of the suggested changes in the present law. 
In the interests of all parties contracting in good faith with the 
wife with due authorization by the husband, the bankers will 
probably assist trust and loan companies in their effort to make 
the Provincial Government look at this matter from the 
lender's point of view. 



Despite the fact that, bankers and close students of finan- 
cial affairs have been debating in the press and on the public 
platform for several years past the so-called currency question 

of the United States, it appears that no change 
ffff flft mrtnT ^ absolutely necessary. At least, such is the 

opinion of the United States Senator William 
B. Allison, and, having the courage of his convictions, he does 
not hesitate to give expression to his views, even before the 
hard-headed bankers of Chicago. So far as can be gathered 
from the report of proceedings, the senator's audience listened 
to his views without criticism, favorable or otherwise. As 
Senator Allison in the course of his address admitted that the 
l-anking system of his country " lacks elasticity in one respect 
— that is, that National banks cannot curtail their circulation 
at will, although they can increase it at will,'' one might reason- 
ably have expected that an admitted weakness which has been 
occasionally responsible for monetary disturbance would have 
provoked adverse criticism from the Chicago bankers. They, how- 
ever, being his hosts, were politely silent, and Senator Allison in 
closing, possibly gratefxd for the freedom from hostile com- 
ment, told them that through every period of financial distress 
they had " conservatively and safely managed great monetary 
affairs." The opinions expressed by Senator Allison, who has 
for the past thirty years taken part in the framing of the laws 
under which the present United States financial system has 
been developed, are deserving of serious consideration. He 
finds the Canadian system, which he admits to be an excellent 
adaptation to the financial conditions of the Dominion, perfectly 
impracticable across the border. He does not expect the pre- 
sent Congress will change the monetary system, neither does 
he consider any change therein needed. Senator Allison's 
defence of the present United States financial system is largely 
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based upon the riewB expressed in the following extract from 
his address: — 

"The national banking syBtem, as it atands to-day, provides 
absolute security for our national bank circulation and for aU the 
circulation issued more directly by the sovernmenft. So aU our 
nooney, paper and coin, is absolutely safe in "the handli of the peo- 
ple and is absolutely convertible at the will of the holder into sold 
coin, the money in which all the world's exchansea are made." 



When sending to the author of " The History of Canadian 
Currency*' the proof of matter contained in this number, the 
Editor marked the second paragraph, as an indication of his 
desire. to avoid becoming a disputant in the pre- 
^^^^ sent preferential controversy. Professor Shortt, 

in explanation, writes concerning the paragraph 
in question: — 

" It simply comes in as part of the usual attempt to give 
the essentials of the economic setting of the monetary situation, 
and the statement is based upon ample contemporary evidence, 
oflScial and non-official.'' 



Among the unanswered Questions on Points of Practical 
Interest submitted to the Joubnal is one of more than or- 
dinary interest. It is important that no element of doubt as 
Ohequss on ^ ^^^ legsA liability in such a case as that given 
other should exist, and we hope that the bank concerned, 

Bnuushei if the question is based upon an actual occurrence, 

will resort to the courts for a decision. 

If the cashing of a cheque at any office of a bank is eqival- 
ent to cashing it at the office it is actually drawn upon, the 
sooner every chartered bank is put upon its guard the better. 



Owing to pressure upon our space, the essay 
"''*'*'^®"* on " Commercial Crises," by Mr. Cecil Wother- 
spoon, and other matter contributed by those who attended the 
series of lectures delivered by Professor Flux at McGill Col- 
lege, cannot be published in the Joubnal. : : ,.,... :- ;: 



• * •• • • • 
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Despite the desperate condition of British industry as un- 
pleasantly pictured by eome of the pessimists in public life, 
some one is evidently doing business at the same old stand in 
Oheeriiiff Lombaid Street, London, B.C. 

FiffOFM ftom From the annual statement of the Bankers' 

London Clearing House of the British metropolis for 1903 

it appears that the total of £10,119,826,000 is " the largest 
amount passed through the London Clearing House in any one 
year/^ and, lest some captious critic of the commerce of Eng- 
land should ascribe the result to activity in company flotation 
and stock-jobbing, Mr. J. H. Tritton, the compiler of the report, 
says : — '' Once more we have to record that the Stock Exchange 
Settling Days show a decrease as compared with the previous 
year.*' This adds one more to the few instances where, as in 
Montreal, the Stock Exchange figures show a decrease, and the 
grand total of clearings an increase. 



The many friends, in Montreal and elsewhere, of Mr. 
George H. Balfour, will be pleased to hear of his promotion to 
the responsible and important position of general manager of 
Mr. a H. ^^® Union Bank of Canada. 

Balfour, oen- Mr. Balfour has been connected with the 

oral Xanager bank, now entrusted by its directors to his control, 
since 1871. For many years past he has been the manager of 
the bank's branch at Montreal, and the good wishes of all the 
fellow bankers of Mr. Balfour will follow him to his new home 
and duties in the city of Quebec. 

J. T. P. K. 
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TWELFTH ANNUAL MEETING OF THE CANADIAN 
BANKERS' ASSOCIATION. 



'T'HE ABnnal Meeting of the Canadian Bankers' Association 
^ was beld in the Board Boom of the Merchants Bank of 
Canada, at Mantreal, on Thursday, November 12th, 1903. 

In the absence of the Piresideiit) Mr. D. Conlson occupied 
the chair. The following members were present : — 

Bank. Bepreeented by 

The Bank of Montreal A. Macnider. 

The Bank of New Brunswick , .W. E. Stavert. 

Quebec Bank Thos. McDougall. 

The Bank of Nova Scotia H. C. McLeod. 

The Bank of British North America . .H. Stikeman. 

The Bank of Toronto D. Coulson. 

The Molsons Bank Jas. Elliot. 

The Eastern Townships Bank Jas. Mackinnon. 

The Ontario Bank Chas. McGill. 

La Banque Nationale N. Lavoiie. 

The Merchants Bank of Canada Thos. Fyshe. 

The Peoples Bank of Halifax D. E. Qarke. 

The Bank of Yarmouth T. Johns. 

The Union Bank of Canada G. H. Balfour. 

The Canadian Bank of Commerce B. E. Walker. 

The Royal Bank of Canada E. L. Pease. 

The Dominion Bank T. G. Brough. 

The Bank of Hamilton J. Tumbull. 

The Standard Bank of Canada Geo. P. Heid. 

La Banque de St. Jean P. H. Boy. 

La Banque d'Hochelaga M. J. A. Prendergast. 

La Banque de St. Hyacinthe J. V. A. Moreau. 

The Bank of Ottawa G^o. Bum. 

The Imperial Bank of Canada D. R. Wilkie. 

The Western Bank of Canada Tt H. McMillan. 

The Traders Bank of Canada H. S. Strathy. 

The Sovereign Bank of Canada D. M. Stewart. 

The Metropolitan Bank W. D. Ross. 
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Mr. J. T. P. Knight, Secretary of the Association, acted 
as Secretary of the Meeting, and read the report of the Ex- 
ecutive Council, which was as follows: — 

The Executive Council beg to report regarding the work 
of the Association during the year under review as follows: — 

In the Report submitted to the members by your Council 
in November of last year, reference was made to the duties 
imposed upon the Association by Parliament in connection 
with the supervision of the bank note issues. 

Your Council are able to report that, since the last An* 
nual Meeting, the circulation accounts of every chartered bank 
in the Dominion have been examined, as required by sub- 
section E., of By-law 13, and the figures of the returns ren- 
dered to the Association compared with the books of the banks. 
The reports on said examinationfi have been duly made by the 
Secretary to the President, and by the latter submitted to the 
Executive Council. Statements of circulation have also be^i 
forwarded to the chief executive officers of the banks. 

The Councili at the annual meeting in 1902, favoured 
adherence to that provision of the Bank Act which limits the 
circulation of the banks to the amount of their paid-up capial. 
Since then, the paid-up capital of the banks has already been 
increased by $7,008,446, while the increase in circulation for 
the same period has only amounted to $2,775,469. These 
figures are taken from the special reports rendered to the 
Association by the banks at the close of September, at which 
time the balance of notes available for circulation amounted 
to $13,039,937. It would therefore seem that there is no im- 
mediate necessity for specially supplementing the supply of 
currency, as it appears to be sufficient for the present require- 
ments of the country. 

At several meetings of the Executive Council, the Asso- 
ciation Money Order System has been discussed, and it has 
been decided to maintain the method of selling and cashing 
orders payable at the office of any and every chartered bank. 

Since the resignation of the Editing Committee of the 
J0UBNA.L, to whose valuable services reference was made in the 
last annual report of the Council, the quarterly magazine has 
been under the editorial management of the Secretary of your 
Association. While referring to the Journal, the Executive 
Council wish to express their thanks to the following gentle- 
men: — ^Mr. R. B. Kessen, Manager, Bank of Ottawa, Montreal; 
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Mr. E. C. Pratt, Manageiry The Molsons Bank, Montreal; 
Mr. W. M. Bamsay, Manager, Merchants Bank of Canada, 
Montreal. As membeis of the Questions Committee, they 
have undertaken the control of that most important depart- 
ment of the Joubnal: — ^' Questions upon Points of practical 
Interest.*' 

At the last annual meeting, a Committee was appointed 
from among the Associate members to devise plans whereby 
associates might be enabled to enjoy the opportunities for 
'^ Lectures, Discussions, Competitive Papers, and Examinar 
tions,'* mentioned in By-law No. 11. The Committee ap- 
pointed have failed in arousing sufficient iaterest in the sug- 
gested scheme to warrant proceeding for the present with the 
formation of an institute. 

During the year, the Association has given attention to 
all measures introduced in both the Senate Chamber and the 
House of Commons, the character of which seemed to menace 
the interests of banking and commerce. 



The following report from the Winnipeg Sub-section was 
also accepted: — 

To the President and Members^ 

Canadian Bankers^ Associatiany 
Montreal. 

Gentlemen: — ^The Annual Meeting of the Winnipeg 
Sub-section was held on the 6th of June, 1903. 

Mr. J. B. Monk, Manager of the Bank of Ottawa, was 
elected Chairman, and Mr. N. G. Leslie, Manager of the 
Imperial Bank of Canada, Secretary, for the ensuing year 
The following members were appointed a Board of Manage- 
ment of the Clearing House, viz.:-^ 

Mr. C. Bartlett, of the Bank of Hamilton. 
Mr. A. J. C. Frigon, of La Banque d^Hochelaga. 
Mr. W. A. Machaffie, of the Bank of British North Amer- 
ica. 

Mr. Bartlett was also nominated to represent the Banks 
on the Winnipeg Board of Trade Council. 
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Since our last reporti the Eastern Townships Bank has 
established a branch in Winnipeg, and become a member of the 
Sub-section. 

Following our custom, the Sub-section obtained reports 
on the crops from a large number of rdiable correspondents 
throughout Manitoba and the Territories. We find that 
although the wheat acreage is greater than last year, the aver- 
age yield per acre is less (say 16 bushels as against 25 bushels). 
The grade is lower, but owing to better prices which now pre- 
vail, and decrease in freight rates, the net results should nearly 
equal that of last year. The increase in interior and lake 
terminal elevator capacity, together with greater railway equip- 
ment, will enable the transportation companies to handle the 
crops to better advantage than heretofore. 

We look for a total yield this year of about 100,000,000 
bushels of grain, viz.: — Wheat, 60,000,000 bushels; barley, 
10,000,000 bushels; oats, 40,000,000 bushds; flax, 600,000 
bushels. 

Acreage under cultivation, 1903, in Manitoba and the 
North West Territories, 4,670,770 acres. Acreage under cul- 
tivation, 1902, in Manitoba and Noith West Territories, 
4,029,252 acres. Increase, 641,518 acres. 

Storage capacity at Fort William and Port Arthur, and 
interior elevators, about 40,000,000 bushels. 

We are giad to report that the general trade of the North 
West is rapidly increasing. Soaicity of labour and materiaila 
hav« retarded building operations in Winnipeg and towns 
throughout the West. Hallway extensions have also been 
restricted through the same causes. 

Immigration from the United States is still a marked 
feature in the West. 



The Secretary then read the following list of gentleman 
elected as oflScers for the ensuing year: — 

Honorary Presidents. 

Lord Strathcona and Mount Boyal, 

President, Bank of Montreal. 
Geo. Hague, Montreal. 
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President. 
General Manager^ Bank af MontreaL 

Vice-Presidents. 

Duncan Coulson, Oeneiral Manager, Bank of Toronto. 

Geo. Burn, General Manager, Bank of Ottawa. 

H. Stikeman, General Man., Bank of British North America. 
M. J. A. Prendergast, General Man., La Banque d'Hochelaga. 



B. E. Walker, 
Thoe. Pyshe, 

D. E. Wilkie, 
Thos. McDougall, 
J as. Mackinnon, 
W. E. Stavert, 
JajB. EUiot, 

P. Laf ranee, 
Geo. P. Beid, 
T. G. Brough, 

E. L. Pease, 
E. E. Webb, 
D. B. Clarke, 
H. S. Strathy, 



Council. 

General Man., Canadian Bank of Commerce. 
General Man., Merchants Bank of Canada. 
General Man., Imperial Bank of Canada. 
General Manager, Quebec Bank. 
General Man., Eastern Townships Bank. 
Manager, Bank of New Brunswick. 
General Manager, The Molaons Bank. 
General Manager, La Banque Nationale. 
General Manager, Standard Bank of Canada. 
General Manager, The Dominion Bank. 
General Manager, Boyal Bank of Canada. 
General Manager, Union Bank of Canada. 
Cashier, People's Bank of Halifax. 
General Manager, Traders Bank of Canada. 



Auditors. 

T. Bienvenu, General Manager, La Banque Provinciale. 
J. Gillespie Muir, Chief Accountant, Merchants Bank of Can. 

Considerable business of an important and interesting 
character was transacted during the session of the Association, 
and reference to some of the matters under discussion will be 
found in the editorial columns of the Joubnal. 
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THE HISTOBY OF CANADIAN CTJEBENCY, BANKING 
AND EXCHANGE. 



EXPANSION DUBINO THE FIFTIES.* 

'T'HE period from 1860 to 1867 was the most remarkable era 
^ of industrial and commercial expansion which Canada had 
ever known. The abolition of the British com laws in 1846 
and the introduction of general free trade had, of necessity^ a 
revolutionary effect upon the colonial policy of the Empire. 
In the first place it involved the abolition of the system of 
preferences upon colonial produce, especially grain and timber. 
The preference upon wheat had been built up chiefly for the 
benefit of Canada, that upon timber for the benefit of Canada 
and New Brunswick^ or at least for the benefit of British 
capitalists and shippers dealing with those provinces^ and the 
preferences upon supplies for the West Indies were for the 
general benefit of the British North American Colonies. 
Britain herself had reserved^ as a basis for her shipping in- 
terests^ both her own trade with the colonies and the trade 
between the colonies. Through Britain's change of economic 
policy all these preferences and monopolies were swept away 
within a few years. 

The abolition of the preference upon colonial grain, which 
took effect between 1846 and 1849, but slightly affected the 



*Ohi€(f Aources: — 

Journals of th« Liegtalatlve Assembly, an4 xjit the LeigrislatlTe 
Council of the Province of Canadia, with Sessional Papers. 

is&2-ee. 

Tbp> Provincial Statutes of Canada, 1862-57. 

Copies of Various Bills, as presented to the Provincial Iieg4sla- 

ture, 1862-67. 
British Blue Books relating to Canadia, 1846-66. 
Canada, 1849 to 1859. By The Hon. A. T. OclK* Flnanice Minister 

of Canada. Quebec^ 1860. 
Hunt's Merchants* Magazine and Cofnmereial Review, New York, 

1864-57. 
The Canadian Merchante* Magazine and Commercial Review, VoL I., 

Toronto, 1857. 
The Globe, Toronto, 1849-67. 
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Canadian farmers bo little had they actually benefited by the 
preferential eystem. But it was severely felt by the Montreal 
and Quebec millers a^d shippers^ who had been enjoying a very 
eonfiidieraible bounty, at the expense of the British consumer, 
in their transactions in wheat from the western States, which 
was ground into flour for the British market The loss of 
their highly artificial -profits precipitated the troubles of 1849 
in Montreal bringing out the celebrated Annexation Manifesto. 
But the trouble was as local as it was temporary. 

The repeal of the Navigation Laws in 1848, by reducing 
freight rates from Canadian ports, did much to offset the loss 
of the bounty on American wheat, and, a few years later, the 
loss of the preference on British North American timber. 
But the greatest advantage which came to the colonies from 
the destruction of the old colonial system, was the roujsmg of 
their people from a stagnating dependence upon British boun- 
ties and preferences. For the first time they were induced to 
seriously undertake the development of their own country for 
its own sake, and on their own initiative. A conscious spirit of 
local pride and ambition once aroused, the reaction from the 
previous attitude of timidity and dependence was almost in- 
credible. Very naturally it carried the country over into the 
opposite evils of reckless and even impossible speculation. 

One of the first and most important fruits of this new 
spirit of enterprise was an extensive policy of railroad develop- 
ment^ which in a few years expanded into what was virtually a 
railroad muiia. This invdved the immense investment of 
actual capital and the assuming of obligations, public and 
private, which were indeed far beyond the financial capacities 
of the people, or their government, at the time. The greater 
part of the capital was supplied by British investors, and many 
of these had occasion to lament the unprofitable nature of 
many of the enterprises, from a dividend point of view. 

Prom 1850 to 1866 it was estimated that about $60,000,000 
of capital had been invested in railroads and canals alone, and 
almost all of this had been supplied from Britain. The 
population of the country was rapidly increasing. The im- 
ports, through which much of the British capital came to the 
country, were more than doubled, while exports also greatly 
expanded, notwithstanding that very much more domestic pro- 
duce was being consumed in the country itself. In 1854 a 
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reciprocity treaty with the United States, very favourable to 
CaoiyddaiQ ogriealtural produce, was negotiated by the Home 
Government. This opened a market for minor farm produce, 
which at that time could not find profitable export to Britain. 
Notwithstanding the aboUtLon of the preferential treatment of 
CaioadaBn wheat, Britain continued to 'take oar grain in in- 
creeaing quantities and at better pricee. * 

NatiH«lly eiuoh an exceptional period of econoondc expan- 
sion had a correspondingly unique effect upon the banking in- 
terests of the country. There aroBe a great, and often pressing 
demand for bank accommodation, both in exchange and dds- 
oounts, and a steady increase in the need for domestic cur- 
rency. The profits of banking were high, and new bank stock 
was rapidly taken up. 

Under the newer and more specxdative conditions of Can- 
adian eiDterprise the business of banking was not only expanded 
but considerably changed. The banks, therefore, faced miany 
new experiences at a time when their management was not 
partoculanly strong; indeed, in some cases, it was little other 
tnan foesHized. Altogether it was a trying period for the 
Canadian system, especially in Western Canada. When the 
inevitable crisis came, in 1857, it was not so sharp as during the 
period of general suspension in 1837-8, but it was much more 
radical and far reaching. The banks managed to come through 
the new trial without suspension, yet they suffered far more 
severely than before. The leading western banks were so 
paralyzed by the general wreckage in which they were involved, 
and by the waterlogged condition of the securities which they 
held, especially through their entanglement in land and rail- 
road speculations, that they never recovered from the effects 
of the boom. After much fioundering and many futile attempts 
at recovery, with, unfortunately, much mdsl^uiing and even 
false protesting of their soundness in the vain effort to restore 
public confidence, the two oldest and most respectable of the 
western banks, the Bank of Upper Canada and the Commercial 
Bank, were finally compelled to go into liquidation and pass 
out of existence. Several other banking ventures, bom of the 
new enterprise, also died with it^ or even before it, in some 
Up to this time it had been the proud boast of the 
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Caiiadian people and their goyemment^ in evidence of the 
soimdneeB of their financial inBtitutk>i]s^ that no Canadian 
cbatitered bank had ever failed. But it was in no fimall meas- 
nre due to the uncritioal confidence, bom of -this over-worked 
Bratement, that after thlB peiiod it ceased to be avadlable. 

We have now to trace some of the important details of this 
new era in Canadian financoal history. 

In 1850 an act was passed, applying to aU incorporated 
banks, greatly facilitating and enlarging the rights of the banks 
with regard to holding mortgages on real or personal property 
as collateral security. The banks were permitted to purchase any 
property so mortgaged to them, when sold under the mortgage, 
and might acquire a title to any real estate in the ordinary man- 
ner under sheriflE^s sale. No limit was specified to the amount or 
value of land which might be so held, or the time during which 
it might be held. This was a particularly unfortunate measure, 
coming as it did at the very beginning of a period of unusual 
expansion in land values, culminating in a land boom such as 
had hitherto been experienced only in the newer States. In 
fact, this act haA the very natural effect of allowing the col- 
lateral security to beoome, in too many cases, the chief security. 
Thfljfi, .bank funds were liberally drawn uipon in aid of a wide- 
spread speculation in land, and wihen the collapse occurred the 
banks found themselves loaded up with large traots of real 
estate, which could only be disposed of at a very great sacrifice. 
The banking mechanism being choked with land, and mucih of 
it wild land at that, the effect upon the general business of the 
country may be imagined. 

Wihen the new Coalition Governmient came into power in 
1854, one of the first problems with which it 'had to deal was 
the rising demand for increased banking accomodaition. Mr. 
Cayley, the new Finance Minister, was inclined to favour the 
older and cheaper form of chartered banking, rather than to 
promote the expansion of the newer and more heavily secured 
system of free banking. 

In the speech from the Throne, of 1852, it had been 
hinted that it was the intention of the Government to include 
the municipal debentures, issued in connection with the Upper 
ana Lower Canadian Municipal Loan Funds, as secuTities avail- 
able for deposit by the free banks. It was pointed out at the 
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time, that the operation of the free banking act had been greatly 
crippled, from the fact that it had become diflScult to procure 
the regular Ppovincial debentures, whdoh alone w«re accepted 
uibder the law as it stood. 

The n«ed for inoreaaed acoammodation was great, and it 
iraa understood that considerable funds were ready to be in- 
yeeted in banking if the municipal loan aecurities were aocepted 
as deposit. The Government, however, did not find time to 
bring in a measuore on this subject during the aessdon of 1852-3, 
and when parliament once more took up the businees of the 
country, Mr. Cayley had succeeded Mr. Hincks as Minister of 
Finnnce. 

During the session of 1852 a bill was passed to encourage 
the issue by the chartered banks of notes secured in the same 
manner as under the free banking law. In the first place, the 
banks were permitted to issue notes, over and above the limit 
of their paid up capital, to the extent of the bullion and public 
securities held by the banks. But the chartered banks were 
permitted to issue these extra notes without depositing their 
securities with the Government, or having the notes registered. 
Yet the banks operating under the free banking law were re- 
quired to do both. The notes issued by the chartered banks 
ii!rder these conditions, shared with those of the free banks., 
exemption from the taxes levied upon the ordinary note 
circuilation. 

Towards the end of October 1854, Mr. Merritt moved for 
the appointment of a Gommiittee to enquire into the banMng 
eflfaira of the Province, with a view to discovering w^hy the free 
banking system in Canada had not been ss succeasfid as in the 
United States. After some discussion, which tended to show 
that the feeling of the House rather favouired the extension of 
the chartered bank system, Mr. Merritt withdrew his motion. 
Mr. Gayley somewhat compromised matters by siding, in gen- 
eral, with the chartered banks, while proposing that, in future, 
banks receiving authority to increase their capital stock, and 
any new banks shoidd be required to deposit with the Govern- 
ment provincial or mumicipal debentures to the extent of one 
tenth of their capital stock. This policy, as we shall see, was 
adopted, though it had a somewhat weakening effect upon the 
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baak policy of the Government. Quite obvioueiy tliis new 
p)an^ vrbUe it m«ule considerable market for puiblic debentures, 
d-id not insure tlhe solvency of the banks, or adequately protect 
the note holders. As a matter of fact, under the law already 
cited, and as afterwiairdfi embodied in the baaik charters, the 
banks were permitted to issue extra notes to the extent of the 
securities held by them. Yet the apparent security afforded 
the public, by requiring the banks to invest one tenth of their 
capital in Govemmeint debentures, led to a growing tendency 
to grant charters to all applicants who were prepared to accept 
these terms. Indeed Mr. Cayley in a speedh on the subject 
nrtu«ally pledged the Government to suich a policy, with results 
that were sufficiently unfortunate. Under these circumstances 
practically no new banks were established under the free bank- 
ing system, while those already operating under it sought and 
obtained admission to the chartered fraternity. 

Another part of Mr. Cayley's financial policy related at 
once to the currency needs of the country and to the growing 
objection to the pmotice of the| Government in keeping its 
Cbooounts, and especially all its balances, with one bcmk. At 
special seasons of the year, wihen heavy payments were made 
on account of customs^ collections, there ocouxied an extensive 
transfer of funds, eijthcr in specie or its equivalent, from the 
other banks of the country to the Bank of Upper Canada, which 
held the Government deposits. The consequence wias that the 
other banks were placed at a great disadvantage, as compared 
with the Bank of Upper Canada, in granting aiccommodation to 
their customers. This complaint nafturally grew with the in- 
creasing business of the country. About the end of Novem- 
ber 1854, Mr. Cayley announced that the Government was pre- 
pared to give instructions to the custom house officers to 
receive, in payment of duties, bank certificates of deposit, 
(practically marked cheques,) bearing three per cent, interest, 
and drawn for thirty or sixty days. The Government was also 
declared to be ready to loan its fioating balances to the banks 
at three per cent., on condition that they should deposit with 
the Government municipal debentures to the extent of the 
loans obtained. These loans were to be held on time, not on 
demand, the time to range from six to nine or twelve months. 
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Jn order to give more atability to the values of the municipal 
loan debentures, the Ooveniment proposed to limit the amount 
to be ieeued ix) £2,500,000. 

The question of the relations of the Bank of Upper Canada 
to the Government belongs in large measuro to the purely 
financial history of the country, yet certain phases of these 
relations cdso fall within th« history of banking. Already the 
bank was indebted to the Qovernmenit for large sums of public 
money, which were held by it nominally as a Gtovemment 
deposit, but really as a permanent loan from the Government, 
on which, however, the bank paid no interest. In the report 
oi a select Committee on Public Accounits appointed during 
the session of 1854-5, it is stated that on September 30th, 1854, 
the Bank of Upper Canada was enjoying the use of public 
funds, without interest, to the extent of £202,008. At 
the same time the seven other chartered banks held 
balances to the extent of only £43,815, without interest. 
As regards the Bank of Upper Canada the situation con- 
tinued to grow worse, for the Government found itself un- 
able to withdraw its funds. So that, whUe the bank held 
Inrge deposits of public money, the Government was forced to 
borrow elsewhere to meet its temporary needs. Thus, as stated 
in a subsequent report, the relationship between the bank and 
the Government, which began by the bank affording aid to the 
Government, ended by the Government cairrying the bank. In 
extenuation the bank claimed a verbal understanding with the 
Government that the public deposit placed with it should never 
fall below a certain large amount, stated as ranging from 
$800,000 to $1,000,000. These matters, however, will be dealt 
with more fully when we come to deal with the collapse of the 
bank. 

In 1855 Mr. Merritt brought in a bill to amend the Free 
Banking Act, in order to extend the range of operations of the 
banks acting under it. One object of the amendment was to 
permit the free banks to establish branches, or oflSces of deposit 
and discount, in any part of the province, but the notes of each 
bank to be redeemable at the office or bianich at which th€fy 
were issued. Another provision was that shares in these banks 
raig'ht be legally transferred in Britain. It also sought to 
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afisimilate their system of note issue to that of the chartered 
banks, by permitting the free bonks to issue notes, beyond the 
Becurities deposited, to the extent of the specie which they 
held in reserve. Instead of passing this bill, the Government 
permitted the free banks already established to obtain regular 
charters. Thus, except for the smaJl notes obtained under it 
by the Bank of British North America, the Free Banking law 
became a dead letter. On this account, in March 1857, Mr. 
Cayley brought in a bill to abolish the free banking system, 
but the movement developed unexpected opposition. Mr. Mer- 
ritt, who had introduced the system, stoutly defended it and 
veiy correctly represented its failure as due to its not being 
properly supported. Throughout the country, too, the pro- 
posed abolition met with much opposition; the Boaids of Trade 
of both Toronto and Hamilton petitioned against the new biU. 
Another petition, praying for the retention of free banking, was 
sent from Three Bdvers. In this it was represented that 
several persons there had formed a joint stock company, in ac- 
cordance with the provisions of the act, and intended to go into 
business as a free bank. In the face of these representations 
Mr. Oayley withdrew his bill, and free banking remained a 
legal system for some years to come. 

We have now to trace the remarkable expansion of the 
charteied bank system duiing the fifties. During the session 
of 1852-3 the reviving demand for banking accommodation 
began te show itself in petitions for capital expansion by the 
old banks and for the granting of charters to new ones. 
During this session the Bank of Montreal obtained an act in- 
creasing its capital stock by £250,000, making its total capital 
£1,000,000. It also obtained the right to make its shares 
tiwnsferable and its dividends payable in Britain. The capital 
stock of the Quebec Bank was also increased. During the same 
session a petition was received from Alex. Kilbom and others, 
praying for the incorporation of the Stanstead County Bank. 
When this bill was brought up Mr. Hincks, who was still in 
power, stated that the Government was opposed to chartering 
eny new banks, as the free banking law amply provided for the 
normal expansion of banking; the petition therefore met with 
no response. On the subject of the Quebec and Montreal 
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tanks, Mr. Hincks stated that the Govenunent had no objec- 
tion to increasing the capital of the chartered banks already 
in existence. 

Tho Commercial Bank and the Bank of Upper Camada had 
not yet disposed of the last increase in their capital stock. 
But with the rapidly rising business and porfits of banking the 
remnants of those issues were soon taken up. 

After the change in \he Ooverninent, and the adoption of 
a more liberal, not to say lax policy towards chartered banks, 
there was quite a rusih for new charters and increased capital. 
Dnidng the session of 1864-5 the Bank of Montreal petitioned 
for a further large increase of capital. In the course of the 
debate on the bill Mr. Hincks evinced some change of attitude 
towards the chartered banks. He said that he now recognized 
more fully than before that Canada could not furnish sufficient 
citpital to meet the rapidly expanding banking needs of the 
country, and in order to induce foreign and espedailly British 
capital to enter the country, it was necessary to permit British 
capitalists to invest in the chartered banks, which were well 
known in Britain, whereas the free banks and the newer ones 
were not. It was to facilitate such investment also that the 
right was granted, first to the Bank of Montreal and afterwards 
to almost all the other banks, to transfer their stocks and pay 
their dividends in Britain. 

The new Bank of Montreal bill was duly passed and con- 
tained certain important amendments which were included in 
all the other bank acts of this period. The authorized capital 
of the bank was further extended by £500,000, making its total 
authorized capital £1,500,000, or $6,000,000. The bank was 
authorized to pay its directors in addition to its president, 
while they were at the same time to be prohibited from engag- 
ing in banking on their own account or being directors or 
officers in any other bank. 

The bank was also permitted to take mortgages on ships 
and vessels as collateral security. The chief amendments 
which passed into all the new charters were the following. 
In accordance with the new policy of the Finance Minister, one 
tenth of the whole paid up capital of the bank was required to 
be invested in debentures of the Province, or of the Consolid- 
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Bted Munioipal Loan Fund. New regulations were adopted 
with reference to the transferring of shares^ and (the bank was 
exempted from responsibility with reference to certain trusts. 
Instead of the half-yearly returns made to the Government in 
the past, monthly returns were henceforth required. Lastly, 
the charter was continued in force till the year 1870. 

During the same session the capital stock of the Bank of 
Upper Canada was increased by £600,000, making its total 
capital £1,000,000, and the various new features referred to in 
the Bank of Montreal charter were added. The capital of the 
Qnebec Bank was still further increased by £250,000 and the 
Lew clauses added. The capital of the Commercial Bank, like 
that of Upper Canada, was doubled, making it £1,000,000. 
The charter of the City Bank was also brought up to date. 
During the crisis of 1848 the severe losses of the City Bank bad 
compelled it to seek and obtain a reduction of its capital stock 
by lowering the value of its shares from £25 each to £18 15s. 
Under the revival of prosperity it was now able, from its ac- 
cumulated profits, to raise its shares to £20. At this time it 
obtained authority to inerease its capital stock by £60,000, in 
shares of £20 each, thus restoring its total capital to the former 
amount of £300,000. The -charter of the Banque du Peuple 
vas amended and its capital stock increased by £200,000. 

Notwithstanding these rapid and enormous increases in 
the capital stock of the older banks, which, as we have seen, 
amounted to doubling the capital of the three largest of them, 
a swarm of quite new banks came forward seeking charters. It 
v^as during this session also that the banks operating under the 
free banking law obtained their transfers to the status of 
chartered banks, with all the new amendments. These were 
the Molsons, the Zimmerman, and Niagara District banks. 

The Molsons Bank had a debenture capital of £50,000. 
Under its chartered form its capital was increased to £250,000. 
Its leading charter members were Wm. Molson, Hon. John 
Molson, Thos. Molson, Hon. Geo. Moflfatt, J. Ogilvy MofiEatt, 
Gteo. Moflfatt, Hon. Samuel Qerrard, Hon. James Ferrier, Wm. 
Dow, and John Thomson. Its head oflSce remained at Mont- 
real. Tbe Zimmerman Bank, with a debenture capital of 
£25,000, was authorized in its chartered form to increase its 
capital to £250,000, and its chief place of business was trans- 
ferred from Clifton to Elgin. Its charter members were 
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Samufel Zimmerman^ John Hillyard Cameron, Luther H. 
Hol4x)n, Joseph A. Woodruff, J. Oswald, John L. Banney, and 
Bi chard Woodruff. The Niagara District Bank, nT^hich as a 
free bank had a debenture capital of £50,000, was reconstructed, 
but took over and continued the free bank of that name, re- 
taining its head office at St. Catharines. Its new capital was 
extended to £260,000, and its chief charter memberi were 
Hon. James Morris, Hon. John Boss, Hon. John Sandfield 
McDonald, Hon. Samuel Hamilton, H. Killaly, Hon. Wm. 
Hamilton Merritt, Thos. Clarke Street, J. P. Merritt, Thos. B. 
Merritt, and Nehemiah Merritt. 

In 1855 Lewis E. Bose, A. Kilbome and others of Stan- 
stead and neighbourhood once more sought to obtain a charter 
for a bank in the Eafitem Townships, to be known as the 
Si. Francis Bank. An examination of the bill for chartering 
this bank, as first presented to the Legislature, shows that it 
embodied astonishingly few safeguards for either noteholders 
or the investing public. Indeed it certainly lent considerable 
colour to the suspicions of a few years later, that it was designed 
to permit the parties controlling it to enjoy an absolutely free 
hand, as far as Government control and public guarantees were 
concerned. The total capital of the bank was to be £250,000, but 
it was authorized to begin business when £10,000 had been paid 
in. Yet there was nothing in the bill to guiaiantee that even 
that payment was in cash and not in credit. Though the bill 
specified that the total liabilities of the bank were to be limited 
to three times the paid up capital, yet no limit wias put upon 
the note issue, which might thus be extended to nearly three 
times the capital paid in. As to returns to the Government, 
nothing more specific was prescribed than an annual statement 
oi the affairs of the bank showing its general standing, but 
without any specified details. Five years were to be allowed 
within which to obtain the authorized capital of the bank, but 
if at the end of that period all the capital had not been secured, 
then the capital limit for the future was to be fixed at whatever 
had bean paid in. But this might be anything above £10,000. 
In view of the criticism to which this bank was afterwards 
subjected these facts are somewhat interesting. 

The bill however was not allowed to pass in that form. 
As amended in committee the minimum amount to be paid in 
before the bank began buBinees was raised to £20,000, and in 



Digitized by 



Googk 



TEE HIBTORY OF CANADIAN 0VRBBN07 . 117 

the act «8 passed^ to £25^000. In deference to the wkhes of 
the promoters, when they fonnd they wonld have to obtain 
their authorized capital within five years, the total capital was 
reduced from £250,000 to £100,000, the smallest amount for 
which any bank was then diartered- In other respects the act 
was made to conform to the usual requirements of ordinary 
bank charters. 

During the dame session, and a short time after the St. 
FTancis Bank bill was presented, a bill was brought before the 
Legislature for the incorporation of another bank in the 
Eastern Townships, under the title of The Eastern Townships' 
Bank, with its head quarters at Sherbrooke. Now, the bill 
pre€Pented for this bank was, with a few unimportant verbal 
changes, an exact copy of that of the St. Fiands bank. Yet 
the persons connected with the Eastern Townships* Bank seem 
to thaye been of a better financial standing than those connected 
with its prototype. Among the charter members of the new 
hank was Mr. Alex. T. Gait, shortly after this to succeed 
Mr. Cayley as Minister of Finance. Needless to say, this bill 
also was entirely recast and the Eastern Townships' Bank went 
into operation under the usual conditions of other chartered 
banks of that period. 

Tlie last of the new banks chartered during the session of 
1864-6 was the Bank of Toronto, which merits some special 
attention as its origin was somewhat unique. On October 27th, 
1864, a petition was presented to the Legislature from Wm. 
Gamble and others, millowners, etc., praying for an act of in- 
oorpoiation under the name of The Millers, Merchants, and 
Farmers Bank of Canada West. But when Mr. Gamble, who 
was a member of the Legislature, presented his bill on the 10th 
of November, it was under the title " An Act to Incorporate 
The Millers' Association of Canada West.*' Among the charter 
members of this association were Wm. Gamble, Wm. P. 
Howland, J. BrunsMll, Geo. P. Dickson, W. R. Wads- 
worth, J. B. Warren, A. Beesor, D. McDougall, J. W. 
Gamble, E. Perry, J. Proudfoot, Gooderham and Worts, 
Thos. B. Merritt, Thos. N. Gibbs, G. Wright. G. McKay, 
Thoe. Short, and A., Farewell. This association was to 
consist of millowners, mill holdeis, and operative millers, 
and was intended primarily to conduct an agency business in 
flour, grain, and other produce on behalf of the shareholders. 
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Thu&y the association would undertake to obtain for the mem- 
bers all possible information affecting their business, to nego- 
tiate sales and obtain advanoes upon flour, grain, and other 
produce and quite generally facilitate and assist its members as 
millers and produce dealers in the transaction of their business. 
In pursuance of these objects the directors of the Millers Ash 
sociation were to be empowered by the act to establish two more 
or less independent organizations. The one was a mutual 
insurance association entirely composed of bona fide share- 
holders of the general association, and the other was a banking 
company. 

The formation of the banking company was provided for 
under the following conditions. As soon ae £50,000 should be 
subscribed by members of tiie association, the board of directors 
were empowered to make a by-law providing for the establish- 
ment of a bank, to be known as the Produce Bank of Western 
Canada. The general public, as well as the members of the 
ftssocifttion, might be shareholders in the bank, which was to 
be a separate corporation with a capital of £500,000 in shares 
of £25 each. The only special feature in the proposed! charter 
of fhe bank was to tile effioct that wac^dMyuse rex^eipts for flour, 
wheat, goods, wares and merchandise in store, designated in 
Britain as ' warrants,' should be regarded as negotiable secur- 
ities, and might be taken as collateral security for discounts. 
However, the bill did not pass the Legislature in the complex 
shape in which it was presented. The portion relating to the 
bank was taken ouit and organized into a regular bill for the 
establishment of an ordinary chartered bank, with all the usual 
conditions. The new bank thus chartered made its appearance 
in the financial world as the Bank of Toronto. iThe charter 
members of the institution were those whose names have just 
been given in connection with the Millers Association, of which 
it was the outcome. 

The only banking project brought before the Legislature 
during this session which failed to obtain a chairter, was the 
Bank of Brantf ord, for which Mr. P. A. Wilkes and others of 
that town presented a petition. Though unsuccessful the fol- 
lowing session also, they finally attained thedr object during the 
session of 1857. 

In 1856 an act was passed consolidating the several acts 
incorporating and relating to the Bank of Montreal, thus em- 
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bmoiiig the whole charter of the bank in one act. Similar acts 
were passed tor the Bank of Upper Canada^ and the Commercial 
Bank. In the caee of the latter the ofiBcial title was changed 
from the Commercial Bank of the Midland District to the Com- 
mercial Bank of Canada. 

During this session two new banks were chartered, the 
Union Bank, and the Colonial Bank. The Union Bank had its 
head quarters in Hamilton, and its chief charter members were 
the following, Hon. Sir A. N". McNab, Hon. W. Dickson, Hon. 
J. C. Morrison, A. Eankin, J. Tw Gilkeson, H. B. Willson, S. B. 
Freennan, E. P. Street, G. W. Burton, H. C. Baker, D. C. Gunn, 
J. D. MacKay, J. F. Moore, N. Merritt, T. Stinson, G. Rykert, 
of Canada, and the Hon. Silas M. Holmes, E. B. Ward, and U. 
T. Howe of Detroit, H. M. Benedict of New York, and W. M. 
Shaw of St. Germadn en Laye, in France. Its authorized capital 
was £1,000,000, £50,000 to be paid in before beginning business, 
end £450,000 to be subscribed and paid in within five years. 
Books of subscription might be opened, and shares issued and 
transferred and dividends paid in Britain, the United States, 
end France. Otherwise the conditions were practically the 
same as those of the other banks of the period. 

The Colonial Bank was an institution established in To- 
ronto, whose checkered career and somewhat tragic collapse were 
to have considerable influence upon the future of Canadian 
banking. It sought incorporation under the juane of the 
British Bank of Canada, but as that would have tended to con- 
fusion with the Bank of British NorA America, the name was 
changed to that of the Colonial Bank of Canadia. The parties 
whose names appear in the charter were John Major, J. E. Boyd, 
Amos Bosbwick, and several others. Its authorized capital was 
£500,000, £25,000 to be paid in before tiie bank began business. 
Its subsequent history belongs to the next financial crisis. 

Two other banks sought charters, but for the present failed 
to obtain them. One was the Bank of Western Canada, peti- 
tioned for by Wm. Fitch and others of the counties of Welland, 
linooln, and Haldimand. The other was the Bank of the 
County of Elgin, for which D. J. Hughes and others of that 
county had presented a petition. As usual during this period, 
importunity had its reward, for both banks were afterwards 
chartered. 
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In the meantime certain important events were taMng 
place which greatly affected Oenadian prosperity and the money 
market. From 1853 to 1856 the Crimean war was in progress, 
and though this had the effect of temporarily drying up the 
fountain of British capital, upon which the rcdlroad expansion 
was dependent, yet in the agricultunal line Canada, true to her 
traditions, greatly prospered through the combination of bounti- 
ful harvests and war prices. The result was that by 1856 the 
fanners of Canada were in possession of large sums of money, 
which they usually held stored away at home. Thus, while 
the country was full of money and bank capital wa6 at a 
premium, Ixade and industry were greatly crippled for lack 
of currency and hank accommodation. 

While the war greatly stimulated the trade in grain, it 
tended to lessen the demand for timber, much to the distress 
of Lower Canada and the consequent curtailment of bank ac- 
commodation in tiiat quarter. Such was the condition of affairs 
in tbe beginning of 1855 when every one was awaiting the 
ratification of the reciprocity treaty with the United States. 
Excfhange was against Cana)da on account of the large imports 
due to railroad enterprise. With heavy outstanding note 
if aies and high rates of exchange, the banks were afraid to 
discount freely, but were eagerly desirous of obtaining new 
capital, whether through increased sale of bank stock, or 
through time deposits on the part of the public, for which as 
high as four per cent, was offered. At this time money easily 
obtained eight per cent, on mortgages and more on bills. 

The peculiarity and uncertainty of the money situation lay 
to a considerable extent, as we have seen, in tiie very large 
amount of bank notes stored away in the homes of the farming 
community. This money being idle could not supply the needs 
of trade and industry, yet the banks were afraid to discount 
freely, even to the extenit of their means, with so large a note 
issue hanging over them and exchange against the country. 
The situation was somewhat relieved in a rather peculiar man- 
ner. The increasing hoards of the farmers afforded a natural 
attraction for house-breakers and highwaymen. In conse- 
quence, the number of burglaries and highway robberies 
throughout the prosperous farming districts began to increase 
at an alarming rate. Tjhe result was that tiie farmers, for the 
protection of their lives if not of their property, found it neces- 
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sary to deposit their aocumulationB in the nearest banks. This 
had the effect of increasing the number of bmnehes established 
by the leading banks^ and, as we have seen, caused several new 
charters to be sought for banks in the rural districts. Thus 
the hoarding habits of the Canadian farmers were broken up, 
and the agricultural comanxinity was henceforth brought into 
intimate relationship with the banks, as in the more prosperous 
and enterprising sections of the United States. 

Another outcome of the prosperity of the farming com- 
munity of western Oanada, was the increasing demand for agri- 
cultural land. The movement began in a genuine desire to 
obtain more land for cultivation, and was usually aooompanied 
by the ability to make lai^e payments upon the new purchases. 
But it had not gone far before the temptaition to land specula- 
tion became very strong. In a short time the demand for land 
for cultivation was swallowed up in the unsound demand for 
land for purely speculative purposes. Even the farmers them- 
selves were carried away by this new movement, and greatly 
enlarged their holdings at extravagant values. At the same 
time the greaiter part of the purchase price remained to be 
paid out of future crops, calculated on the abnormal basis of 
war prices. The milling business was also greatly stimulated 
throughout western Canada, and speculation in grain and flour 
was a natural phase of the economic inflation. 

Though the banks were not very directly involved in the 
land purchases of the fanners, several of them were found to 
have been intimately connected with the operations of specu- 
lators in land and agiicultural produce, who depended upon the 
farmers, so that the unwise ventutres of many farmers reacted 
upon the banks. The banks were accused also, in debates upon 
tJieir charters, of being too directly oonnected with trade, it 
being represented that they were the real purchasers in many 
large transactions in grain and timber. This, however, was 
denied on the part of the banks, and there the matter rested. 

The circulation of Canadian bank notes in the neighbour- 
ing States continued to be a disturbing factor in the country^s 
currency and exchange. The banks were all alike anxious to 
maintain their note issue in the United States on account of 
the profit from it, as, under normal conditions, the notes were 
slow in returning; indeed quite a number of them never re- 
turned. Just what proportion disappeared in the western 

c 
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migratioiifi^ could not be determiiied. But^ taking a typical 
example, we find in the annual report of the City Bank for 
1856, a statement to the effect that the unredeemed old note 
issue of the bank, of seyen years standing and upwards,- 
amounted to $39,200, of which $28,000 had been written off, 
representing a clear gain to the bank. But when any special 
demand for specie arose in the adjoining States, Canadian 
bank notes, along with others, were collected and returned for 
redemption, much to the disgust, and occasionally to the em- 
barrassment of the Canadian banks. Several of them were 
still inclined to resent the return of notes for redemption as 
an evidence of international animosity. Some bank managers 
even went so far as to advocate the adoption of an inferior 
legal tender in order to render the process of redemption un- 
prcfitable, hoping, on the basis of Gresham's Law, to have 
Canadian notes continue in circulation in the neighbouring 
States as the cheapest form of money. 

In the meantime, however, land speculation in the 
western States tended to check the indefinite circulation of 
Canadian notes, since the Government required the original 
payment for state lands to be made in specie, and Canadian 
bank notes among others were used to procure tiie necessary 
specie. 

In 1855 a bill was introduced to compel the chartered 
banks to accept their own notes at par, in payment of debts 
due them. Hitherto bank notes were accepted at par only 
at the places appointed for their redemption, and the banks 
opposed the new measure on the ground that it would be im- 
possible for them to redeem their notes at every brandi. fEhis, 
however, was a mere evasion of the issue, since the banks were 
not being asked to redeem their notes at their branches. In 
discounting paper, and in making other payments, the banks 
issued their notes at par at their various branches, and it was 
only fair, now that the business of the country had so greatly 
increased and the banks had established so many new branches, 
that they should receive their own notes on the same basis as 
they pay them out. The bill simply stated that " It is incon- 
venient and unjust that banks should, under any pretence, 
refuse to take their own notes in payment of debts due to 
theon, or charge a premium for receiving them.^' It simply 
provided that every bank issuing its notes payable to bearer 
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on demand, should receive siiich notes at par, in payment of 
any debt due either at the head office, or any of the branches, 
and that such notes should be a l^al tender to the bank in 
payment of any such debt Nevertheless the banking influ- 
ence wBs sufficient to prevent the passing of this bill, and for 
some years to come the Canadian pubKc were compelled to 
use a paper currency subject to discount throughout the 
greater part of the country. 

In 1857 the tide of prosperity began to turn, thou^ the 
flood of new bank charters was not materially abated. The 
staple industries of the country simply returned from an in- 
flated to a normal baais of values, yet the reaction was suffi- 
cient to puncture the bubble of speculation, and cause a 
ruinous coQapse of unsound investments. But the details of 
this period of crisis, and of the severe trials to which both the 
older and newer financial institutions of Ihe country were 
subjected must be left for another paper. 

Adah Shobtt. 
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THE CONDITION OP BBITISH INDUSTRY. 



By a. W. Flux. 

** lUDGED by all available tests, both 

*J and the diffused weU-being of the country axe great- 
er than they have ever been. We axe not only rich and pros- 
perous in appearance, but ahx), I believe, in reality. I can find 
no evidence that we are '* living on our capital,*' though in 
some respects we may be investing it badly/* 

These axe words used by Mr. Balfour in his famous 
pamphlet, not the expression of the convictions of his poli- 
tical opponents. Mr. Chamberlain, too, in his- speech at 
Cardiff, used the fallowing words: — 

" I am not going to say to you, any more than I should 
say of the country as a whole, that you have not been pros- 
perous, that you are not prosperous still. In fact, the growth 
of Cardiff has been phenomenal.** 

In the face of such statements by the two great leaders of 
the English people in the present agitation for fiscal change, 
the elaborate demonstrations that Britain's trade is ruined, 
her industries stagnating, her prosperity a memory of the 
past, whioh form so large a part of many speeches', articles, 
pamphlets, are, to say the least, a little surprising. It will, at 
any rate, be clear that, in endeavouring to show that the pass- 
ages quoted were not introduced merely, or mainly, for rhe- 
toridd effect, I shall not be imagined to be disposing of the 
case for inter-Imperial reciprocity in trade. The arguments 
which must be offered in support of changes in this direction 
need not depend, for their validity, on a mistaken belief that 
the dominant position once held by Britain in the commerce 
of the world is practically lost. For yeaxs, in the face of 
obvious facts, the pessimists have proclaimed the decadence 
of England. Perhaps the majority of those, who follow the 
controversy over British fiscal policy, are imposed upon by the 
elaborate array of figures, educed to show, in particular, the 
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decay, or ihe impending decay, of Britain's foreign trade. 
Let ufl confiidar a few of the facts, and endeavour to under- 
stand how much, and how little, they den]t>nstrate, in relation 
to the points in question. 

A first point may be made in relation to the comparative 
development of trade in Britain and in other countries. It 
will hardly be in place to compare the development, over two 
generations of human life, in countries' so differently placed 
as the United States and England. The opening up of the 
virgin resources of a continent might well be expected to be 
the basis of a growth in industry, and in trade, exceeding what 
was possible in the case of a diminutive island, the resources 
of which, at the b^inning of the period, had already reaobed 
an advanced stage of development. Canada will, we hope, 
grow in population, in wealth, in trade, faster than most other 
countries, in the immediate future, but the feature of imipor- 
tance may well be the relative advance of Canada^ rather than 
the relative retrogression of other countries. The same facts 
can be looked at from two points of view, and their interpreta- 
tion depends not a little on which aspect of them wei decide 
to consider as the more important. 

Recognizing, then that the rapid development of the 
United States, as compared with Great Britain, depends lesfi 
on trade policy than on the natural conditions of the two 
territories, a comparison between the trade of England and 
that of France will afford a better measure of British pro- 
gress in the past three quarters of a century. The exports of 
domestic produce, at selected dates, have been as follows: — 

From United 
Calendar From France. Klnsrdoxn. 

Years. Million I. MdUion I. 

1827 117 ♦ISS 

1847 204 286 

1869 697 924 

1890 730 1282 

1900 800 tl375 

1902 827 tl350 



*An exceptional year. About 25 millions should be added to 
make it representative of British exports at the period. 
tExoluding new ships. 
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The dates 1827 and 1847 are selected in view of the revi- 
sion of valnations in the French records in those years, making 
the official valuation correspond with actual current values. 
The relative advance will be admitted to be as great, at least, 
in the case of British trade, as in that of French. The sud- 
den spurt in French exports since 1898 makes the movement 
appear less favourable for Britain, comparing later years with 
1890, but, even with the addition to the French figures for 
1900 and 1902 which this spurt has made, the comparison 
with any of the earlier dates given is quite satisfactory for 
Britain. 

A point of no small importance, brought out by this 
table, is that France, at any rate, had a large foreign trade, 
and a tolerably weU developed manufacturing industry, at a 
time when it has become common to declare that England had 
a practical monopoly of manufacturing for the world at large. 
Formidable rivalry was not unknown, even in those days, as 
might readily be shown in greater detail, if required. 

The relative iprogress, too, of the exports of Germany and 
of the United Kingdom, only shows a decided proportionate 
advance on the side of Germany in the last four or five years. 
Not till tihe year 1900 did the proportion of Germaa exports, 
to those of the United Kingdom exceed the figure reached in 
1878. The changes in the mode of preparation of the figures- 
of German trade make comparisons not very exact. In 1880 
one change took place, rendering the German returns more 
complete. In 1889 the Hanse towns were included, in the 
ZoUverein, and a consequent change in the basis of the trade 
returns became operative. In 1897 there was a third change 
made, bringing into the returns a section of trade not px^ 
viously included, and thus once again making comparisons 
fallacious. Ini view of these facts, the relative progress* of 
the export trade of Britain, so far as the figures reflect tha4 
progress, can hardly be called unsatisfactory. 

But it must be remembered that the progress of foreign 
trade is not an exclusive index of prosperity. A growing 
foreign trade might reflect decay of important native indus- 
tries. It is claimed by some that the disproportionate .increase of 
imports in the case of the foreign trade of the United King- 
dom indicates an unsatisfactory state of British industry. To 
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the wiiter it appears entirely capable of a precisely opposite 
interpretation. One of the features which is sxnnetimes 
selected for comment in this connection is the comparatively 
small growth in imports of raw materials, and the large growth 
in imports of manufactured goods. This feature of the 
returns deserves most careful examination. 

First, let us consider some comparisons with thirty years 
back, bearing on the supplies of raw materials for British 
industry. Take first the cotton industry. The consumption 
of raw cotton in the United Kingdom in 1872 was 1175 mil- 
lion pounds, and this had grown to 1637 million poumds in 
1902. The decrease in value of the exports of yams and 
piece goods from 389 to 352 million doUars gives* the impres- 
sion of a declining industry. But a declining industry does 
not require 40 per cent, more of raw material, and that of a 
better quality, adapted to the production of superior goods. 
In 1872, the imports of raw cotton, after deducting re-exports, 
cost 217 million dollars. In 1902, the cost of the greatly 
increased quantity was but 1G9 million dollars'. This is one of 
the secrets of a decreased value of imported raw material. It 
certainly does not mean a stinted supply. Moreover, in 1872, 
the consumption included a large proportion of the short 
stapled East Indian cotton. This had almost vanished from 
the table showing the consumption of 1902, while the far 
more valuable Egyptian variety bulks largely in the returns. 
This fact alone would justify the assertion made above as to 
the improved quality of the goods produced, if that were not 
quite well established independently. It may be added that 
the export of cotton yams in 1902 was 45 million lbs., or over 
20 per cent., less than in 1872. The value of piece-goods and 
other manufactures exported had increased in the interval. 
The greater proportion of finished goods in the export trade 
conneoted with this great industry is worthy of special note, 
in view of rash statements that British exports tend to be, in 
increasing degree, of crude commodities. The home consump- 
tion has unquestionably increased in a substantial degree, 
while the export of the product of the industry l«f t a balance 
of 183 million dollars over the cost of the raw material in 
1902, as against a corresponding figure .of 172 million dollars 
in 1872. These figures for 1902 represent a year which is 
reported on as unfavourable to the industry. The numbers 
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employed in England in this industry, not including dealers, 
have increased by about 15 per cent, only, or more slowly 
than the general increase of the population, in the thirty 
years' interval. Between 1891 and 1901 the numbers even 
diminished, but this' was entirely due to the falling off in 
those under 20 years of age, indeed, to the falling off in those 
under 14 years of age. This decrease is attributable to legis- 
lation affecting the employment of young children in fac- 
tories, not to decay of the industry. The employees over 20^ 
years of age increased in numbers by 5^ per cent. betw<een 
1891 and 1901, and a greater increase of mftles than of females 
is shown, again a feature reflecting favourably on the capacity 
of the industry to provide support for British workers. 
Increased consumji^tion of material, superior quality of 
material and of products, greater efficiency of labour, increased 
supplies- of goods for home consumption, combined with an 
enlarged surplus of value of products exported ^ over that of 
the material imported, — can these be signs of diecay? It is 
true that, thirty years ago, half the cotton grown' was con- 
sumed in Great Britain, while now leas than 30 per cent, of * 
the world's product suffices for the needs of her industry. In 
place of a consumption in Great Britain exceeding that of the 
continent of Europe by 50 per cent., the consumption of the 
continent now exce^eds that of Great Britain by 50 per cent. 
But the needs of the world for cotton fabrics have grown so 
that even the? enlarged output fails to glut the market. The* 
comparative stagnation, for a dozen years past, in the yardage 
of piece-goods exported from Great Britain indicates that 
other nations compete more readily than formerly in supply- 
ing coarse goods to themselves and to others. This is a situa- 
tion which must be faced, and the increase in the proportion 
of the value of lace, and other cotton manufactures, to that 
of piece goods and yarns exported, indicates a movement in 
the direction of adjustment to the conditions from which it is 
impossible to escape. 

The woollen industry in England is one which has suf- 
fered severely from foreign tariffs. The value of exports of 
woollen goods, including yarn, which was 214 millions of dol- 
lars in 1872, was only 100 millions in 1902. Further, there 
has been a considerable increase in the quantities of yam 
exported, though its value has decreased by 20 per cent. The 
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quantity of stuffs, as well as the value, has largely diminished. 
Added to this is the fact that yarns and manufactures of wool 
were imported to the value of 59 millions of dollars in excess 
of the re-exports o{ the same da^es of goods in 1902, as 
compared with 18 millions in 1872. But the consumption of 
wool in 1872 in Great Britain waa 324 million pounds weight, 
whereas it had risen to 494 million pounds in 1902, each figure 
being substantially less than that of neighbouring years. The 
average consumption of the five years 1870-74 was 342 million 
pounds, and, of the five years ending 1902, 525 million 
pounds. Whether we compare the quinquennial periods, 
therefore, or the single years 1872 and 1902, it appeara that 
the consumption of wool has increased over 50 per cent. If 
the export of goods has been smaller and the import larger, it 
must follow that the buying power of the peopde has largely 
increased. The doubling of the exports of ready-made cloth- 
ing goes but a small way to account for the di&posal of the 
enlarged supplies. It is estimated that nearly half the weight 
of the wool consumed is manufactured for home consumption. 
The extent of the home market is clearly demonstrated as 
also its great growth in the past thirty years. The increase in 
raw material con^ximed, coupled with the decrease in work- 
people engaged in the manufacture, testifies to the increase in 
efficiency of the processes of manufacture. The decrease of 
numbers; employed has affected those over twenty years of age 
only in the last intercensal period, the numbers of these 
recorded for 1901 being a few hundreds less than for 1891, 
and an increase of only 5 per cent, on 1871. 

Further evidence of the expansion of the home consump- 
tion of clothing materials is afforded by the increase of nearly 
75 per cent, in those engaged in the tailoring trade between 
1871 and 1901. These now exceed the recorded figures for 
the woollen and worsted industry, having reached, in 1901, a; 
figure not merely greater than that for the manufacturing 
industry in that year, but greater than the greatest census 
figures for that industry, which were those of 1891. The 
masses of the people are clearly requiring an increase of ser- 
vices from the makers of clothing. 

A third material of industry of considerable importance is 
leather. Its supply can best be shown in a brief table, as fol- 
lows, comparing, as before, 1872 and 1902. 
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(Thousands, 000*8 omitted). 
Quantity. Value. 

1872. 1902. 1872. 1902. 

HIDS8. OWtS. OfWtS. I I 

Imports 1,436 948 23,850 11,850 

Be-ezports ... 449 290 7,950 3,890 



Net imports .. 987 658 15,900 7,960 

Exports of domes- 
tic 48 188 540 1,820 

LEATHEB. 

Imports 243 1,199 8,650 39,400 

Ke-«ports ... 36 146 1,290 6,300 



Net Imports- .. 207 1,054 7,360 33,100 

Exports of domes- 
tic 139 127 5,930 6,500 

The exports of leather boots and shoes represented a mil- 
lion dollars more in 1902 than in 1872, an increase in value of 
about 12 per cent., the number of pairs increasing by 36 per 
cent. The export of othnsr leather manufactures and of sad- 
dlery and harness together increased from $3,500,000 to 
$5,750,000 in round figures. The domestic supply of hides* can 
hardly have failed to increase largely, in view of the increased 
production of meat in the United Kingdom, and this is further 
indicated by the growth in the export of hides. The diminu- 
tion of the net import of hides by nearly one-third is not, 
therefore, to be taken as a measure and indication of a decrease 
in the tanning industry, while the large increase of leotiher 
imported reflects a very large expansion in the home market 
for leather goods. 

On^e more example may be taken to illuBtrate the noint 
at issue, and we select the iron trade as one to which parti- 
cular attention may be directed. It seems likely that the make 
of pig iron in 1903 in the United Kingdom may fall short, not 
only of that of the United States, but also, and for the first 
time, of that of Germany. But attention should be given to 
the fact that the iron producing industry in Oreat Britain is 
depending more and more on imported ores. In 1902 the ore 
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imported was about 6i millionfl of tons, eight times the amount 
imported thirty years previously, and costing five times as 
much. The home product was, in quantity, double the import, 
but, in value, is returned at a smaller figure by 40 per cent, 
than the ore imported. The production of jpjlg-iron, stated at 
8,700,000 tons, though less than the production of the years 
1899 and 1900, has only once been exceeded in other than those 
years. It exceeded the make of pig iron in 1872 by two mil- 
lion tons. This represents a small growth in comparison with 
that achieved by tiie United States or by Germany, but the 
need to import ores in large quantities to maintain even so 
small a rate of advance in production brings out a fundamen- 
tal point of contrast with the countries which are taking the 
lead as iron producers. 

Comparing 1902 with 1872, the imports of pig iron have 
increased from 100,000 to 227,000 tons, and the exports of pig 
have fallen from 1,331,000 to 1,103,000 tons thus adding to the 
supplies, available for manufacturing, an amount of 355,000 
tons, over and above the increase due to enlargement of pro- 
duction. 

The exports of various manufactures of iron and steel 
were 3,383,000 tons in 1872, and 3,677,000 tons in 1902. Thus 
the increase in export was only 194,000 tons. The whole of 
the increase in the home production, and more, was therefore 
available for home consumption or export in the shape of 
hardware or cutlery or of ships or machinery. The value of 
iJie exports of iron and steel goods, whose weight is given 
above, was 175 million dollars in 1872, and 142 million jdjol- 
lars in 1902. If, however, we look to the exports of hardware 
and cutlery, tools and implements, machinery and mill-work, 
telegraph wire and apparatus, all, in the main, iron and steel 
goods, we find an increase from $68,400,000 in value to $123,- 
300,000. The value of ships of iron and steel, built for foreign- 
ers, has also increased largely in the interval. Here again, 
therefore, the apparent stagnation of a staple industry, as seen 
from the standpoint of the value of exports of its cruder pro- 
ducts, appears not to be confirmed on a closer examination. 
The production of pig-iron in 1872, when we deduct from it 
the net export of pig iron, leaves about 5,500,000 tons. Again 
deducting the exports of manufactures, 3,400,000 tons, with- 
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out making allowance for the waste in mannfacture^ we find 
a net supply for home consumption, and for export in more 
elaborately manufactured forms, of 2,100,000 tons. A similar 
calculation for 1902 gives .a net supply for these purposes of 
4,250,000 tons. This reflects not unfavourably on the growth 
of important industries in Great Britain. And this doubling 
of the amount of the material used has been accompanied by a 
great increase of imports of the cruder forms of iron and steel. 
The total of imports, after deducting re-exports, which was 
225,000 tons in 1872, had reached no less a figure than 1,132,000 
tons in 1902. These last figures have attracted great attention. 
What precedes will show that the importation of these goods 
has not prevented a marked expansion of home production. It 
is, further, of no little importance to observe that the propor- 
tion of the exports which consists of the more highly valuable 
goods is much greater than formerly. Sheets, plates, tin-plates, 
tubes, screws and rivets, etc., and steel goods, represented but 
one-fifth part in weight, two-fifths in value of the export of 
1872. They represent over two-fifths of the weight, and over 
two-thirds of the value of the export of 1902. The case is paral- 
lel with the displacement of cotton yams by piece-goods and 
other manufactures in the exports of the products of the cotton 
industry. 

It may be noted, in passing, that, great as the production 
of iron in the United States has become, it is only in 1901 and 
1902 that it has been greater in proportion to the population 
of the country than the iron production of the United King- 
dom. The German output of iron, per head of its population, 
still lags far behind that of the United Kingdom. 

The preceding examination of some of the leading indus- 
tries of Great Britain shows that, though their raw material 
may, in some cajses, have been reduced in cost, it has been 
increased in quantity^, and increased largely, in the course of 
the lafit thirty years. It further indicates that the exported 
goods are, in not a few cases, more highly elaborated now than 
formerly, that is to say, that the export trade affords a larger 
employment to more highly developed skill, at any rate in some 
departments. The decrease in money value of otaple exports in 
some oases, their decrease in quantity, even, in others', are not 
necessary indications of decrease of industrial activity. It 
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would be more eatisf aotory, from some points of view, to find 
expansion all along the line, but when the British workman 
is able to clothe hdmself, for example, more sartasfactorily, 
instead of selling the clothes he needs to procure the more 
indispensable food, the situation is not one for despair. The 
examination of the facts, ,part of which are given above, does 
distinctly suggest that the comparison here made is a true 
one. 

Let us look at i^he matter from the point of view of 
figures in the mass. The recent blue-book, issued by the Board 
of Trade, contains a number of tables separating manufactured 
goods from others entering into the foreign commerce of the 
country. It makes ref erenee to tables published twenty years 
ago, in which a more elaborate separation was carried out. The 
writer has attempted to make a classifi<attion of the trade of 
the past five years on the exact lines' of the classification of 
the old report, which, up to the date at which it ends, has been 
followed in the tables of the new blue-book. The results sug- 
gest that some minor modifications of classification have been 
adopted, without a corresponding adjustment of the older 
figures. The differences, however, are not of a serious nature, 
and do not destroy any general teaching of the tables. In one 
point, namely, the classification of the re-exports of foreign and 
colonial merchandise, the Board of Trade report affords no 
help. It appeared to be a quite important point, and the work 
of classification proved worth the trouble. The results, con- 
verted into American currency, are given in the following 
table: — 

Imports, less Re-exports. Domestic Exports. 

MllUon I. Million |. 

1872. 1902. 1872. 1902. 

Manufactured goods. 166.6 452.9 927.7 ♦1,009.8 

Articles partly manu- 
factured 112.6 216.6 210.4 126.9 

Baw materials 642.6 513.7 67.4 168.4 

Artidea iof food and 

drink, etc 630.6 1,068.0 41.5 84.2 

Total 1,442.3 2,251.2 1,247.0 1,379.3 



*Of which ships, 28.6. 
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This table appears, at first sights to bear out the contention 
that British exports are increasingly of raw materials, and her 
imports increasingly of manufactured goods. The value of raw 
materials imported shows a decrease. But we have seen that 
the quantities of material available to support l^eading indus- 
tries' have grown. The supipilies of the essentials for the 
maintenance of industry have been secured in adequate 
amounts, and the fact that they have cost less may be counted 
as an advantage. 

Next, turning to the articles partly manufactured, we find 
that they consist chiefly of three groups of commodities. 
Yams (including tow of flax and hemp), unwrought metals, 
and sawn timber. The crude metals account for 32 millions, 
the timber for 46 millions and the yams for 11 millions of the 
increase in imports under this head, or, in all, 89 millions of 
the 104 of increase sho\^. Among the articles classed as 
manufactured, too, are included some important materials of 
industry. Thus, leather, as shown above, accounts for 33 mil- 
lions of the total in 1902, and only a little over 7 millions in 
1872. Paper and millboard account for 19 millions in 1902, 
less than 5 millions in 1872, and this does not include printed 
papers. Besides such obvious materials for industrial use, not 
a little of the other goods, classed as manufactured, forms the 
material of further elaborative industry in the British Islands. 
On the side of exports, the decrease in the partly manufac- 
tured articles is worth noting. When the total of the first 
two items is* given by itself, a fact of considerable importance 
is hidden. Some notice has already been given to this in con- 
nection with the iron and steel industry. 

The increased export of raw material is mainly due to the 
increase of coal exported. This one item accounts for 50 mil- 
lions of the total in 1872, and for 134 millions in 1902. Under 
the head of food, it may be observed that the chief increase 
in exports are of fish and spirits, each accounting for about 
12 nrillion dollars of increase, or, in these two items alone, 60 
per cent, of the entire increase. 

The separation of ships from the aggregate figures is ren- 
dered necessary because of the lack of returns relating to this 
item until 1899. If we evaluate the ships built for foreigners 
in 1872 at the rate of $150 per ton for steamers, and one-half 
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of that value for sailing ships, the corresponding item for that 
year will stand at about 12 million dollars. Regarding ship- 
building as an important and expanding British industry, it 
seemfi desirable not to overlook its contribution to the growth 
in British exports. This item is certainly more than double as 
great in 1902 as in 1872. 

The great increase in manufactured goods imported into 
the British Isles is often supposed to mean a decrease of 
employment for labour. Some instructive data bearing on this 
point are to be found in the returns of the census. The fol- 
lowing figures relate to England and Wales alone, but it is 
precisely in England and Wales that the problem of the unem- 
ployed is likely to be serious if it be so in any part of the 
United Kingdom. 

Excess of AotuAl Deduced 

Period of Births over Increase -of net eml- 

Years. I>eaths. Population. ^ration. 

1861-71 2,725,010 2,646,042 78,968 

1871-81 3,426,4.80 3,262,173 164,307 

1881-91 3,629,474 3,028,086 601,388 

1891-1901 3,593,653 3,523,550 70,003 

The pressure of hard times, difficulty in finding employ- 
ment, and like causes, led to a growing emigration from Eng- 
land, as shown by the figures, so that the actual increase of 
population was less from 1881 to 1891 than in the. ten preced- 
ing years. Is it not strange that, if the dumping of foreign 
manufactures in Britain is cause of industrial ruin, the tide 
should have turned just when that process became most 
emphatic? For there is a turn of the tide indicated, inasmuch 
as the army in South Africa, at the date of the 1901 census, 
more than accounts for the 70,000 excess of dejpari^ures over 
arrivals in the decade preceding 1901. More than that, if we 
include the growth of foreign-born population, there is stiU 
not indicated a net efflux of British bom as great as the South 
African army, which was only temporarily absent from Bri- 
tain. The British practice does not include these absentees 
in the enumeration. 

The British workman had learned of the attractions of 
other lands, as th^e figures for 1881-91, unquestionably demon- 
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Borate. He had increasing numbers of friends and relatives 
who had preceded him, making it easier for him to con- 
template the breaking of home ties. Yet he found it better 
to stay at home. Can this showing be consistent with a 
destruction of the opportunities for finding work^ owing to 
the importation of foreign manufactured goods? 

It was noted that somer of the leading industries, though 
handling enlarged quantities of material, needed fewer hands 
to perform the work, or a smaller proportion of the popula- 
tion, if not actually fewer. What has become of the rest, is 
the question constantly urged. The careful study of the 
census returns affords one means of finding the answer to this 
question. Attention has already been called to the increase of 
numbers in the tailoring trade, and other occupations con- 
nected with dress also show considerable gains. The furniture 
trades have added 60 per cent, to the numbers employed since 
thirty years ago. The employees in printing and book-bind- 
ing have increased to two-and-one-third times the numbers of 
1871. Those engaged in machine-making and shipbuilding 
have at least doubled. The precise figure of increase is diffi- 
cult to state, owing to a change in the classification of trades 
in the last census. Goal miners have more than doubled in 
numbers, earthenware and glass manufacture provid'^e employ- 
ment for more than 40 per cent, more than in 1871, the build- 
ing trades find work for over 60 per cent, more, and in minor 
trades the enumeration of increases would be tedious. In the 
cases cited the development has been maintained from decade 
to decade, and the comparison with data for 1891 would be as 
satisfactory as that actually given. Is not the evidence of 
change in the occupations followed a proof of life in the 
industrial organism ? Loss at any one point is regrettable, but 
it is not difficult to trace the counterbalancing gains at other 
points. The process of change is continuous. By no means 
the whole of it can be represented by the idea that a work- 
man loses his job in one trade and must seek another in aa 
unfamiliar occupation. A great part of the change consists in 
the drafting of young men, entering on life, into the trades 
which are expanding rather than into those which are sta- 
tionary or declining in their labour requirements. The degree 
of hardship entailed by the one process differs most markedjy 
from that consequent on the other. 
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The simple fact of a check in the einigration movement, 
in spite of a large growth of population^ has been adduced 
above afi a; proof that the welfare of the working classes has 
increased in recent years in England. Other evidences have^ 
incidentally, been offered in the course of this article. Among 
them may be noted the increase in variety of consumption of 
food. The imports of grain of various kinds, and of flour and 
meal, have increased in quantity very largely indeed since 
thirly years ago. The fall in prices, however, has enabled this 
largely increased quantity to be secured at a comparatively 
slight increase in cost. The net import cost 259 millions of 
dollars in 1872, and had only risen to 321 millions in 1902. 
Reference to a preceding table will show that, from 40 per 
cent, of the total value of airticles of food and drink (the head- 
ing includes spirits and tobacco), the grain and flour has 
fallen to 30 per cent, of the whole group. The home produc- 
tion of meat has not decreased in quantity, but an import 
valued at 47 million dollars has expanded to one of 230 mil- 
lions of dollars in this item. The increased import of dairy 
products is well known, and Canada's share in them is one 
gratifying to Canadians. What is not so well known is that 
the import of fruits and nuts, which stood at 12^ millions of 
dollaors (imports less re-exports here, as in other places), in 
1872, has had an addition of no less than 30 millions of dol- 
lars in the thirty years which have since elapsed. Many 
varieties of fruit which were formerly a rare indulgence to the 
masses, or even to fairly well-to-do work-people, are now with- 
in the reach of the bulk of the population. The goods have 
been cheapened, and the power to purchase these small luxuries 
has grown at the same time. 

It may, with fair confidence, be maintained that Great 
Britain has a purchasing power abroad which enables her to 
supply herself abundantly with food and the materials of 
industry, and that she can further afford to buy foreign manu- 
factures in large quantities without exhausting her power of 
payment. But, it is said, see how much the imports exceed 
the exports! An excess of less than 200 million) dollars in 
1872 has been replaced by one of 872 millions in 1902. How 
can payment be made? Is Britain not living on her capital? 
The answer is, No! Mr. Balfour's confidence on this head is 
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jwtified. The first reason for. this is found in the fact that 
the work dime by British capital and labour in connection with 
foreign trade is not all done within the British islands. The 
practice of the world in valuing imports and exports is not 
uniform. In the main, the goods as exports are valued as at 
the place of shipment from the exporting country, the imports 
as -at the place of receipt in the importing country. Certainly 
the latter is the valuation for which payment has to be made, 
the former the valuation for which payment can be claimed. 
If a country effects the transport by the use of its own labour 
and ci^tai, the value of the services thus rendered helps to 
pay for the goods received, but if other nations do the carry- 
ing work, part of the value which the goods have as imports 
must be due to the carriers. Had all the nations made the 
valuation of goods in their foreign trade as stated above, the 
excess of the value of the world's imports over that of the 
exports would be greater than actually shown in the returns. 
In 1901 it amounted to 1100 millions of dollars, which was 
below the usual figure. According to data gathered by the 
eminent (German statistician, Neumann-Spallart, it would 
appear that, thirty years ago, the corresponding difference was 
between 800 and 900 millions of dollars. Let us take 850 mil- 
ions to represent it. As compared with the 1100 given in the 
British Wue-book for 1901, it certainly stands high enough, 
in view of the fact that the value of the trade affected has 
increased by, roughly, 75 per cent, in the interval. If we 
deduct from these figures the expenditures in foreign ports, 
the remainder represents the return to the countries owning 
the ships, and whose citizens compose the crews engaged in 
ocean transport. The figures relating to British and foreign 
shipping, whether we take the record of ownership, or that of 
the movements in all the chief ports of the world, indicate 
that about one-half the ocean carrying trade is done by Bri- 
tish shipping. After making deductions as above, and allow- 
ing for the proportion of shipping carrying the British flag 
which is owned in the colonies, the estimate of the blue-book 
is that something like 435 million dollars represent the Bri- 
tish claim on the 1100 millions referred to above in 1901, 
Other modes of approaching the problem give a result differ- 
ing but little from. this figure. TVTiat proportion of the 850 
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millionB of trauBpartaticwi costs of thirty years ago should be 
credited to Great Britadn is difScult to estimate, as records on 
which to base an estimate are less complefte than for later years. 
The tonnage of British ships has increased by about 75 per 
cent, in the inrtervai, but the earnings per ton are a good deal 
less. If we take, ad a figure to lafford guidance, rather than 
as a definite result, the same proportion of the 850 millions of 
dollars that seems to apply to the figure of later date, the ship- 
ping of Great Britain would have earned about 340 millions of 
dollars per annum in the eatly seventies. If this figure be 
(as is probable enough), in excess of the fact, the increase of 
the credit available on this account will be greater than the 
amount of about 100 millions which results from the com- 
parison with the estimate for 1901. If, on the other hand, it 
be too sm«ill, the source of the funds for increasing invest- 
ments abroad .is by so much the more evident. 

Some critics refer sneeringly to the earnings of British 
shipping as a payment, not for productive services, but for the 
mere work of distribution. As transportation is as important 
a factor in the creation of values as transformation of 
materials, there is no justification for depreciatory reference to 
earnings under this head. Moreover, part of the item is a 
payment for the depreciation of shipping which represents 
British capital. If it be good business to supply railway 
material for renewals on foreign or colonial railroads, why is 
it not equally good business to receive payments covering the 
cost of renewals and repairs to merchant vessels owned and 
worked by Britons ? 

A word or two may also be given here to a connected point. 
The bunker coal shipped from British ports in 1872 was about 
3 million tons in quantity. In 1902 it was 15 million tons. 
Tbis was for shipping in the foreign trade only, a designation 
not including the short voyages between British ports and con- 
tinental ports on the North Sea. For this ooal, as well as for 
that regularly exported, payment has to be made, and the pay- 
ment in this case forms part of the earnings of shipping. The 
growth in steam shipping, and particularly in British steamships, 
is responsible for a large part of the ordinary coal export from 
Great Britain. An authority on this subject, Mr. D. A. 
Thomas, M.P., estimates " that over half of our (t.e. British) 
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exports of coal are for navigation purpoees^ and further that 
more than half the ooal exported is for Briti^ conBiunption 
ahroftd." If iHm he eo, the aepect of the atartling growth in 
coal exports which commends itself to ns is this^ thait a large 
part of it is needed to enable British shipping to be efficiently 
worked. If it be good to export iron and steel goods, which 
embody large amonaits of ooal used in their manufacture, is it 
^'hoUy a matter for regret that British shipping services are 
made efficient by the use of British ooal, obtained ait foreign 
ports of call ? The export is not by any means merely an offer, 
on favourable terms, to foreigners, of an essential in their com- 
petition with British industry. It is largely provision for com- 
pleting tbe commodity, transportation services, which British 
ships and British crews are selling in various parts of the world. 
It may be added that the rate of increase of exports of coal 
from Great Britain has been fairly steady for nearly half a cen- 
tury. It has not markedly increased in recent lyeare, apart 
from the matter of bunker coal. 

Bef erence must alno be made, in connection with Ihe 
excess of imports over exports in British trade, to the increase 
in the income derived from foreign investments. The profits 
that could be identified as foreign (or colonial) for income- 
tax purposes exceeded 300 million doUars in 1901-2. Thirty 
years previously, a figure of 100 million "dollars wouH roundly 
represent the same item. To this must be added profits not 
revealed to, or discovered by, the income-tax assessors. Com- 
petent authorities estimate that the fiigure for the later date 
may be increased by one-half without exceeding the true figure 
of income from foreign investments. The increase in this 
item, since thirty years ago, is likely to be in excess of 250 
million dollars of annual revenue. Tlius part of the growth 
in the excess of imports is readily accounted for. The field 
for profitable investment of fresh capital abroad is, too, more 
fully provided for from other sources than formerly, so that 
the esctent of new investment may be less, proportionately to 
the funds available in the shape of earnings abroad, than 
formerly. Thus the current imports may include a larger part 
of what is currently due than a generation ago, and hence the 
imports have grown in value faster than the exports, and would 
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have grown even if exports had decreased, without implying 
" living on capital/* 

In thiB connection, the report of Mr. Wyndham's speech 
at Workington, on December 1st, contains a curiouB lament 
over the increase of British investments abroad, as a cause of 
depression of British trade. Heferring to the growth in the 
annual interest due, he -said ^' that meant that we had invested 
abroad during the last nineteen years between seven and eight 
hundred millions '* (t.6. of pounds sterling). Now such invest- 
ments ore, in part at any rate, represented by industrial plant 
exported (from Great Britain. It would, therefore, appear 
that the process of making the investments rather stimulated 
British exports than the opposite. It is, too, not easy to 
understand how progressive ruin and destruction of wealth 
is consistent with the ability to add to investments a sum of 
3,500 to 4,000 million dollars in nineteen years. Was not Mr. 
Balfour completely justified in his confidence that his country 
has been, and is, rich and prosperous, not merely in appear- 
ance, but in reality? 

This article has already reached a length which makes it 
impossible to attempt to treat at all thoroughly one of the 
most important phases of the movements in British trade, and 
I shall content myself with a brief reference to it on this occa- 
sion. I refer to iJhe comparative growth of British exports to 
protected and unprotected, to foreign and colonial markets. 
The comparisons which have been made use of recently have 
mainly been based on an attempted division of the world into 
protected markets and unproteqted markets. The division is, 
as admitted in the blue-book already quoted, and from which 
the currently cited figures are taken, not at all precise. The 
degree of protection afforded is not, as is pointed out in the 
report itself, measurable by the height of the tariff. In some 
cases a low tariff affoids effective protection, in others a high 
fairiff fails to protect efficiently. 

For an independent purpose, the writer made, some years 
ago, a comparieon of the titade of the TJnited Kingdom with 
the British poesesBions, with her chief commercial and indus- 
trial rivals, and with the rest of the world. The group of 
rivals was made to include Germany, Holland, Belgium, Prance 
and the United States, that is, practically, the industrially 
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developed countries. This comparison, continued to date, 
affords the following. 

BBITISH EXPOBTS OF DOMESTIC PBODUGE TO 



Calendar 
Tear* 


Rivals. 
HUHon « 


Other Forelsn. 


British 
Possessions, 
millton t 


1870 


370 


349 


252 


1872 


546 


406 


296 


1874 


436 


378 


352 


1879 


333 


302 


297 


1883 


397 


364 


406 


1886 


387 


319 


365 


1890 


417 


440 


426 


1894 


325 


372 


363 


1900 


435 


519 


459 


1902 


385 


464 


630 



This is a rather long table, but several purposes are to 
be served by making it so long. In the first place, it needs to 
be noted that, if we aim at obtaining a reasonable measure of 
th« advance in British trade since about thirty years ago, com- 
parison of the single years 1872 and 1902 serves our enda very 
inadequately. This comparison has been used because of a 
desire to avoid the appearance of shirking awkward facts. So 
much use has been made of figures for 1872 and 1902^ that ip 
use figures for other years, though more to the purpose, can be 
made to look like evasion of the points at issue. Had 1872 
been compai:ed with 1900, yeai^s marking a culmination of 
progress in foreign trade, or had the average of the yeajjs 
1870-74 been compared with the average of 1898-1902, the 
record of progress would have been very considerably more 
favourable than tha/t actually shown, and would have been 
more truly representative. 

It is to be observed that maximum and minimum figures 
are not attained simultaneously in the three sections of trade 
represented in the table. The selection of years has been 
made so as to represent^ as fairly as possible, the extremes of 
expansion and contraction. But this is q^ite impossible in 
taking single years both at th$ beginning and at the end of 
the table. The period of rapid increase for the firat two 
columns began from 1868, and culminated in 1872. For the 



Digitized by 



Google 



THE CONDITION OF BRITISH INDUBTBT 143 

third column it began from 1869 and did not culminate till 
1874. Thus, comparison of subsequent years with 1872 in 
every case results in a perverted view of the relative general 
progress of th,e three eectioais of trade. If we take the low^t 
level reached after the boom of 1872-3 as a starting point, and 
compare with 1900, the increase of trade with the " other for* 
eign^' group is the remarkable feature. It must be borne in mind 
that the increase in British exports to colonies, shown Ib the 
last figures in the third column as taking place aft^ 1900, is 
almost whi^ly due to the enlarged movement of goods 'to Soi^b 
Africa after the close of the war. While this market may 
maintain its enlarged capacity for absorption, that is by no 
me&Bs assured as yet, and the figures derived from this excep- 
tional movement cannot justly be used as if they represented 
a normal movement. The suggestion of the table, and of the 
complete series of figures, selections, from which form the 
table, is that the expansion of British exports has taken place 
in the direction of the countries whose industrial capacities 
are but little developed, relatively speaking. To some extent 
this means the countries of a moderate protective tariff, or a 
reveni^e tariff. In part, too, the designation applies to the 
Colonial possessions of the British crown. The limitation of 
markets in other countries may be associated with the stage 
of manufacturing development reached quite as conclusively 
as with the degree of protection enjoyed. In so far as the 
two conditions occur together, it is a matter of indifference 
which description we employ. What does not appear to be 
fully demonstrated is that the foreign markets for British pro- 
duce possess no expansibility. It is not out of place to notice 
that the sales of goods to her industrial rivals by Oreat Bri- 
tain in 1900 exceeded those to the whole of the British Empire 
outside the United Kingdom in any previous year, and that 
tl^e sales to ** other foreign ^' countries in 1900 exceeded those 
to British possessions in any year except 1902. Great as is 
the trade between the Mother Country and the rest of the 
Empire, and rapidly as it has grown recently, who can predict 
whether it will remain permanently the largest of the three 
sections of trade shown in our table, or will fall again in a few 
years to the second place, or even, as in 1879, to the third 
place? Especially, do the figures suggest that the for^eign 
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market, or even the market found in the countriee of Britain's 
industrial rivals themselves, is being lost, far less being rapid- 
ly lost as is too often stated ? 

Little, if anything, has been said above of tiie comparative 
commercial development of diflferent nations. The growth of 
other powerful commercial nationa does not at all necessarily 
mean the decadence of Britain. It did not, therefore, appear 
to be the matter of greatest importance to examine. In- 
ddeivtally, some of the results of foreign competition have 
called for attention, and those such as have the greatest in- 
terest. Space would not permit of even attempting to take 
up other aspects of the problems presented by this growth. 

The problem of preferential trade within the British 
Empire is one of intense interest and of great importance. The 
writer does not believe that a case exists for a preferential 
tariff policy on the ground that, otherwise, British trade and 
commerce must steadily decline, and that the evidences of that 
decline are already plain. For other reasons the policy in 
question may be supported, but such support as it draws from 
a mistaken belief that Qreat Britain is doomed to ruin without 
it fails to be convincing. As an imperial policy, calling for 
n»utual sacrijSces from the various divisions of the Empire for 
imperial ends, it may be studied. As a policy urged on the 
mother country as a means to rescue her from a desperate 
situation, it is altogether another question. The desperate 
situation is not proved to exist. 
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BANKERS' LIENS ON SECUEITIES PLEDGED TO 
THEM BY BROKERS. 



BY CHABLES M. HOLT^ K.C. 

IN 1888 conBtemation was created in the banking world by 
^ a decision of the House of Lords {^), which bankers and 
many lawyers interpreted as meaning that where a broker 
deposited securities with a bank against advances, the real owner 
of the securities might dispossess the bank of them, on reim- 
bursing the bank merely to the extent of such sum of money as 
he, the owner, might owe to his broker, and quite regardless of 
what the broker might owe the bank. The facts of the case in 
question were as follows : — 

Lord Sheffield gave to Easton, with whom he was associated 
in a financial adventure, certain certificates of railway stock, 
with transfers executed in blank, and bonds of foreign com- 
panies payable to bearer, for the purpose of obtaining from 
Mozley, a money dealer in the city of London (whose business 
was to carry out such transactions on a very large scale in con- 
junction with some of the principal Joint Stock Banks), an 
advance of £26,000, by depositing with him those securities. 
Easton agreed with Mozley that the advance should be made, 
and that during the continuance of the loan the current market 
price of the securities should represent a value of 20 per cent, 
above the loan, and that if it became less, Easton should provide 
additional security to pay off a portion; and that on default 
Mozley might realize the securities for the purpose of repaying 
himself. Easton was aware that Mozle/s course of business 
was to deposit securities with banks to cover his own indebted- 
ness to them, but he did not communicate this fact to Lord 
Sheffield. Mozley, in accordance with his usual course of deal- 
ing, deposited with three banks these securities, together with 



(1) Lord Sheffield v. Liondon Joint Stock Bank, 18 A.C., 338. 
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securities of other customers, en bloc, to cover large loans to 
himself, amounting to £141,500, £100,000 and £70,000 re- 
spectively. The transfers of Lord Sheffield's stock were filled 
in with the names of nominees of the banks, and duly regis- 
tered in the books of the railway company, who sent notice of 
the transfers to Lord Sheffield. Mozley also gave each of the 
banks a memorandum of deposit, purporting to charge all the 
securities deposited with his indebtedness, and authorizing the 
bank to realize them if during the continuance of the loan the 
securities should not represent a value of 10 per cent- above 
the loan. 

The banks were well aware of the nature of Mozle/a busi- 
ness; that he borrowed from them and lent at a higher rate of 
interest to his customers, who were principally members of the 
Stock Exchange; that the bulk of the securities deposited were 
those of his customers, and that they were exchanged from time 
to time to suit the customer's convenience. On every settling 
day the banks permitted him to withdraw the securities men- 
tioned in a list sent in by him the previous day on his under- 
taking to restore secureities of equal value by the end of the day, 
although they frequently allowed him some days* indulgence. In 
his correspondence with the banks, he referred to lists of secur- 
ities as coming from his "clients" ; to a client pressing him for 
delivery of particular stock, as it was sold; and to his "custom- 
er,'* or his 'T>orrower" having omitted to exchange securities de- 
posited; and in some cases he deposited at the banks, together 
with the securities, the deposit notes given him by his own 
customers. 

In May, 1883, Mozle/s affairs went into liquidation, and 
the banks sold some of Ijord Sheffield's securities, and claimed 
to hold the proceeds and the unsold remainder as security fop 
all the debt due to them from Mozley. 

Easton and Lord Sheffield then brought an action against 
the banks, claiming a declaration that the plaintiffs were entitled 
upon Mozley's liquidation to redeem Lord Sheffield's securities 
upon payment of the sums due from the plaintiffs to Mozley, 
and claiming damages for the conversion of those unsold. 

At the trial, besides the facts above stated, the evidence 
disclosed that it was customary for money dealers in Mozley's 
position to get large advances from certain banks in the city of 
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London in the same manner as he had done^ but, although this 
was the general course of dealing and prEctice as between money 
dealers and those banks, it was held that ^^ there was no such 
general custom proved as would bind any one dealing with a 
money dealer, unless it was shown that he had notice of the 
piactioe, and he was proved to have dealt with him on the 
footing of that practice." And it was proved that Lord Shef- 
field had no knowledge of this practice, nor was he aware, be- 
fore Mozley's liquidation that his securities had been pledged 
for more than £26,000. 

Upon this state of facts the House of Lords reversing the 
decision of two lower courts held that the banks were not pur- 
chasers for value without notice; that under the circumstances 
they ought to have enquired into the extent of Mozley's author- 
ity; and that, upon payment to the banks of the money advanced 
by Mozley to Easton with interest. Lord Sheffield was entitled 
to redeem the securities unsold and to receive the value of those 
sold. 

As has been said this decision disturbed the banking world 
greatly and its uneasiness was allayed in 1892 only when the 
House of Lords explained that the decision in Sheffield's case 
had turned entirely on the peculiar circumstances of that case 
and had laid down no new principle of law whatever. 

It was explained that in Lord Sheffield's case the House 
had been satisfied with the evidence that the banks had such 
notice and knowledge of the limited title of their pledgor as 
made it inconsistent with fair mercantile dealing that they 
should retain Lord Sheffield's securities for any sum beyond the 
extent of the pledgor's interest, and to claim to do so was there- 
fore a want of good faith. This explanation was given in the 
Simmons case (*). Space will not permit the analyzing of this 
last case, but the result of these two important Ei^lish decisions 
may be said to be that where a banker advances to a broker 
on the security of negotiable paper, or of paper not negotiable, 
but of which the banker takes a legal transfer, and such secur- 
ities are pledged to the bank to secure the whole amount of the 
broker's indebtedness to the bank, the right of the banker to 
hold them for that amount, or merely for a lesser amount, or 



(2) A.C.. JOl. 
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for no amount at all will depend upon whether the banker at 
the time of receiving the securities or of making the advance 
knew or had reason to know that the customer was an agent 
having limited authority only. Mere knowledge that the cus- 
tomer was an agent — e.g., a broker — does not m«J^e incumbent 
on the banker to make further inquiry (■), and, therefore, such 
knowledge will not prevent his retaining the securities for the 
whole amount of the broker's debt to Imn. 

Where stocks are carried for a client by a broker who re- 
serves the right to pledge or deal with them; no question can 
arise as to the right of a bank to hold such stocks for the full 
amount of any advance it may have made to such broker upon 
them. Such a case does not come under the operation of the 
two decisions commented on above. 



(3) Bentink v. London J <^. Bank (1898), 2, Ch. 120 at 188-189 
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PAPER CUERENCY. 



\17HILE tihe bask of all sound money is gold, it is quite 
^^ evident that when the gold is coined into money, it be- 
comes inconvenient to carry round in any quantity, as a 
medium of exchange. It is also evident that if a coin fresh 
from the mint and containing a certain fixed number of grains 
of gold is worth a given sum by reason of the market value of 
the m^tal which it contains, the same coin, after having cir- 
culated for some time and through ordinary wear and tear 
having lost a certam percentage of its original weight, would 
not be worth as much as when first issued, by the value of the 
quantity lost through handling. This quality of being subject 
to depreciation through wear, as well as the consideration of 
convenience, renders necessary the employment of some 
medium of exchamge, which, while having the fixity of value 
and acceptability of gold, would not have the above named de- 
fects. That is tbe function performed by the paper currency 
issues of the principal countries of the world, our own among 
the number; and while the notes or bills so issued have no 
intrinsic value of themselves, they represent a value, being 
issued against gold or its equivalent, and are therefore what is 
called '^ representative money.'' Notes intended to circulate 
as money are issued principally by Governments or banks, and 
in Great Britain, the United States, Germany, France, Canada 
and almost all other important countries, only by one or both 
of these. 

Paper money may be convertible or inconvertible; that is 
to say the holder has the option of demanding gold for it, if 
he so desires if convertible; but he has not this option if the 
notes are inconvertible. While gold is the basis of value in 
the principal countries where paper currency is issued, there 
are notes in circulation which cannot be converted into gold, 
even in such countries. Thus in the United States there is an 
issue of notes called " Silver Certificates,'* which, as their name 
implies and as is stated on the notes themselves, simply certify 
that the holder is entitled to one silver dollar (or five or ten, 
as the case may be), on demand. Now a silver dollar has not 
the intrinsic value of a gold dollar at tbe present rate of 



Digitized by 



Googk 



150 JOURNAL OF TEE CAyADlAX BANKBBB' A8B0CIATI0N 

coinage, but as no distinction is made between the silver cur- 
rency and any other of the IT. S. Govemment or National 
Bank notes, they pass quite as freely, imd few people doubt 
that they will ultimatdy be r^eemed on the same basis .as any 
other Govemmenjt liability. The United States Govemment 
also issues notes reading: ''The Government of the United 
States will pay to the bearer in coin," which leaves the ques- 
tion as to whether redemption will be made in gold or silver 
rather in doubt; but these also circulate as freely as any other 
notes. In France, the Bank of France has the option of re- 
deeming its notes in either silver or gold, and though silver 
is not intrinsically as valuable as gold at the existing French 
ratio of coinage, no discrimination has been attempted against 
this dual redemption, as in France, as in the United States, the 
parity between gold and silver is maintained by restricting the 
output of coins made from the latter; and wMle gold may be 
taken to the mint and turned into money with no charge but 
that for minting (and even this is only an assaying charge in 
the U. S.), the same cannot be done in the case of silver. 

The principal requisites of a paper currency are that it 
should be readily received in payment of debts; convertible on 
demand; and elastic or adapted to the requirements of trade, 
and the currency which most nearly meets these demands is the 
most desiraUe. 

In Germany, the principal bank of issue, the Beichsbank, 
JB allowed the right in conjunction with seven other banks. 
The amount to which this bank can issue under the general 
restrictions placed upon all the issuing banks, is 460,000,000 
Marks; but this limit may be exceeded if necessary, provided 
cash is held for the excess. This last proviso lends an elastic 
feature to the issues of the Beichsbank, as, if required, the 
amount could be largely increasecL In England, the Bank of 
England is the principal bank of issue, and it is allowed to 
issue notes against Govemment securities held by the bank, and 
coin, the former being restricted to £18,175,000 sterling, so 
that for any excess of issue over this amount, the bank would 
require to hold coin or bullion. The Bank of England is 
divided into two departments, the Banking, and the Issue De- 
partment, the scope of the latter being confined to the super- 
vision of issuing and redeeming the Bank's circulating notes. 
No note for less than five pounds is issued by the bank. 
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In the TJnited States the National Banks are permitted to 
issue notes intended to circulate as money upon depositing 
"with the Treasury Department at Washington, Government 
bonds for the amount of notes required. The notes so issued 
aw then guaranteed by the Government, which, of course, holds 
security in the shape of the deposited bonds. This restriction 
in the amount to an equivalent amount of bonds has a ten- 
dency to interfere with the National Bank issues, as, owing to 
the low rate of interest obtainable on the bonds, the banks are 
inclined to restrict their issues. 

The Bank of France, the sole bank of issue in France, — 
as it ifi closely allied to the Government and is under Govern- 
ment supervision — ^has the power to issue circulating notes to 
a practically unlimited extent, as, if it becomes apparent that 
the existing limit is being approached by the bank's issues, the 
Government authorizes an increased issue, suflScient to cover 
any probable excess over the then existing limit. The notes 
are not specially secured, but the bank holds a large reserve of 
silver and gold, and they are redeemable on demand. 

In Canada, the note issues with which the public is most 
familiar are thosei of the Chartered Banks, which are allowed 
to issue notes to the extent of their paid up capital, the notes 
being a first lien on the bank's assets. The Gov^emment of 
Canada also issues notes, but for either small or large amounts 
($1-2-4-50-100-500-1,000), the smaller denominations of $5 and 
its multiple being issued by the banks. In both Germany and 
Canada the daily redemption of notes by the banks at the de- 
mand of each other, tends to restrict the amount of notes in 
circulation to the requirements of trade and to prevent infla- 
tion, whilie aiding in the elasticity of the volume, as the notes 
are again paid out by the redeeming banks as they are called 
for. The extent to which notes can be issued is limited in a 
country where the banking system is highly developed, because 
of the use of cheques as media of settlement of balances. 
These constitute a demand on the bank on which they are 
drawn the same as if the bearer held one of the bank's own 
bills, always provided they are drawn against balances due by 
the bank to the drawer of the cheque, who thereby transfers 
his daim to a third party. This is readily recognized when it 
is borne in mind that a bank may either discharge its indebted- 
ness to the extent of the amount of the cheque by giving in 
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exchange therefor its circulating notes, or by accepting the 
cheque, in which case it may be deposited in another bank or 
passed on to some other person, who then holds a claim against 
the accepting bank the same as if he were in possession of the 
bank's notes for the amount, which claim he can as readily 
realize upon, as long as the bank is solvent. But in case of 
insolvency, the holder of bank notes possesses a preferred 
claim as compared with the holder of a marked cheque because 
Canadian bills are a first charge on a bank's assets, and even 
in the case of the suspension of any bank its bills would cir- 
culate with as much freedom as before, for under the present 
system it is practically certain that the bills of any bank will 
be paid in full whether its assets are sufficient for the purpose 
or not, as the five per cent, redemption fund exacted from each 
of the bonks is not alone applicable to the bank whose notes 
it guarantees, but the whole fund may be availed of to pay the 
hills of any failed bank should it require to be so used, and 
there is, in addition, the double liability of shareholders. 

Paper currency has not arrived at its present state of 
efficieincy and effectiv^eness without having passed through 
many vicissitudes, the study and consideration of which by 
legislators and financiers resulting in the present satisfactory 
and effective currency laws in all the principal countries of 
the world, and it is our boast that we consider, and with reason, 
that our own are inferior to none. While Canada, with most 
other countries, has not escaped entirely from confusion, dis- 
trust, and loss to holders of notes supposed to represent a 
given value, perhaps no country in the world has gone through 
any more severe experiences, with regard to its paper currency, 
than the United States. With its Continental Currency; its 
Greenbacks and its bank bills issued by some of the weaker 
banks previous to the development of its National Banking 
System, the Republic has passed through many trying and dis- 
quieting periods, with their accompanying evil consequences. 
It is a well known fact that the persons who suffer most 
through a depreciated currency are those who are least aUe to 
bear the burden, and the study of the conditions accompanying 
the depreciation of a country's circulating medium reveals the 
fact that the wage earners are the ones on whom the condi- 
tions bear most heavily, as their wages, do not rise in anything 
like the same proportion as the price of commodities, and 
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they may have to pay double the amount or even more in the 
depreciated currency to obtain the same amount of goods, 
while their sal^iries remain practicaUy stationary, the law re- 
quiring them to accept payment in the depreciated medium, as 
in almost every instance the Government has decreed that it 
shall be a legal tender, except in one or two specific cases (such 
as the payment of revenue), which are of lil^e or no advant- 
age to the wage earner. The causes which have led to a de- 
preciation of a currency are inability to convert it into specie 
and distrust as to its real value. 

When people find that an inferior medium of exchange 
is by law put upon the same footing as one which is intrinsical- 
ly of more value, they naturally seek to make the inferior 
accomplish what otherwise would require the superior to per- 
form. This has given rise to the natural law of selection 
known as "Gresham's Law** propounded by Sir Thomas 
Gresham, which is, that bad or inferior money will replace or 
drive out good. Thus, if a piece of paper marked as being 
worth a dollar is found to perform the same functions as a gold 
or silver dollar, the paper will be found to practically mono- 
polize all settlements requiring a medium of exchange to the 
exclusion of the metallic currency, and as the paper so current 
is not accepted by foreign nations in settlement of balances in 
their favour, while the metallic money is so accepted, the lat- 
ter will be exported and the former remain for internal trade 
uses. Again, if by law a debtor can compd a creditor to 
accept payment in a currency which the Government has de- 
clared shall be a legal tender between individuals, even though 
such currency may have depreciated as compared with metallic 
currency, the debtor is not at all likely to discharge his in- 
debtedness in the more valuable medium, but will bold and 
hoard, or sell at a premium, any of the latter he can obtain, 
ivhile using the former to pay any claims against him. This 
has been proven again and again in the financial history of all 
nations, but there still remain advocates of a " Free Coinage *' 
or " Free Issue ** system who claim that all that is essential to 
the putting into circulation of sufficient money to relieve any 
iinancial stringency which may arise, is that the Gk)vemm;ent 
should print the notes or coin the silver and issue it But the 
Government can no more create money than it can create a 
railroad without paying for it, and anything purporting to be 
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money, whether issued by a Gavemmeiit, a oorporation, or a 
private individualy which cannot stand the test of being con- 
verted on demand without loss to the holder, into that which 
is accepted without question wherever it is tendered in pay- 
ment of commodities of like value, is bound to depreciate and 
be looked upon with distrust by the people. This fact is now 
imiversaUy recognized, and financiers everywhere note with 
satisfaction that the free coinage mania is about extinct in, the 
United States, which plays an important role in the financial 
markets of the world. 

Convertibility, then, is the keystone of the arch — ^the test 
of value of a paper currency — and as long as convertibility on 
demand is a realiiy there can be no depreciation and no dis- 
crimination between convertible paper and that into which it 
can be converted, the mere fact of the holder being in a position 
to demand gold for paper money rendering it improbable that 
he will make such a demand, as there would be little or no 
object in sacrificing convenience for the mere satisfaction of 
having metallic money in his possession. It is therefore a com- 
paratively rare occurrence for a holder of notes to demand gold 
ioT them as long as he is convinced this could be done if de- 
sired. But the moment his faith in that belief is shaken so soon 
will he (want to place himself beyond the possibility of doubt 
by obtaining specie for his paper currency. IMs is a promin- 
ent feature of a run on a bank and illustrates the necessity of 
banks being prepared for such contingencies by keeping in tiieir 
vaults an adequate supply of metallic money, and having a good 
proportion of their assets in immediately realizable shape, as, 
if a bank were forced to refuse to pay its notes in gold, panic 
would probably follow among the holders and the bank be com- 
pelled to suspend; while the prompt payment of its notes and 
other liabilities in gold or legal tender does more to allay distrust 
and re-establish confidence than anything else. There are nu- 
merous cases of suspensions on record which can be directiy 
traceable to inability on the part of the bank to realize quickly 
on assets which, while of excellent quality and more than suffi- 
cient to pay all claims likely to be presented within a reasonable 
time, were yet not immediately available, and therefore of little 
use when most required. 

« , T* , . ^ ^ C^E0. W. Howard. 

Royal Bank of Canada. 
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BANKEES AND BEOKEES IN ANCIENT EOME.i 



(Monthly Ebvibw.) 

THE recent discovery of the place ^liioh was once the 
BonrBe and the Exchange of ancient Eome, and the lay- 
ing bare of the pavement of the adjoining *^ Street of Janus/' 
which may be called tiie Wall etreet of the old city, have 
brought once more into prominence the question as to whether 
in those days the fluctuations of the money-market, the ways 
of borrowing and lending, the spirit of thrift, of saving, and 
of investing in securities, were subject to, or actuated by, the 
same principles of economy which we consider to be the foun- 
dation of our modem public and private prosperity. 

First as to the discovery of this business-centre of classic 
Borne. 

A row of banking premises on the north or sunny side of 
the Forum, where brokers, money-lenders, and usurers received 
their clients, is known to have existed since the fourth century 
B.0, The offices were called Taberwz Argentarim. On the day 
of the triumph of Lucius Papirius, dictator, gilt shields of th>d 
conquered Samnites were lent to the bankers for the decoration 
of their ahop-fronts. ' I 

The shops were destroyed in the great fire of 210 B.O., and 
when they were reconstructed five years later they changed 
their old name of ArgmtaruB into that of Novm — ^the New 
Shops. When Lucius .^hnilius Paulus built on the same side 
of the Forum his famous court-house (the Basilica ^Emilia), 
the bankers' shops were amalgamated in the new structure, on 
the side facing the public square, from the area of which they 
were separated by the '* Street of Janus.*' 

Money-dealers congregated in this street to transact their 
affairs, just as the mereanH-di'^ainpagna, or cattle-and grain- 
dealers of modem Eome, meet for the same purpose in the 
Piazza Colonna. And as these last seek shelter from the inde- 



*CopyTi«rht 1908 In the United States of America by the Peny, 
Ma«on Company. 
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meacy of weather under the portico built by Pope Gregory 
XVI. on the west side of the Piazza, so the argentarii of dassic 
times used to. repair to the colonnade of the iBmilian court- 
house, whenever rain, wind, frost, or heat made the meeting in 
the open disagreeable or unendurable. 

For these reasons Janus, in the sense of a street (and espe- 
cially its middle section, called the Janus Medius), appears in 
the writings of Cicepo and Horace as the Wall atreet of the 
Metropolia, where fortunes were made and lost with equal 
fseility, 

Cicero refers his clients who seek for an increase oi fortune 
to the worthies sitting at the Middle Janus; Horace also speaks 
of the lessons to be learned, in this place concerning the value 
of money; and Damasippus, in one of Horace's satires, moams 
over his fortune lost in the same neighbourhood. 

We may picture these shrewd old Harpagons sitting at 
their desks, upon which piles of foreign and colonial coins were 
set up under the protection of a wii^ netting, in roomy but ill- 
lighted and chilly oflSces. These offices opened on a portico 
aappoirting a piazza, which was used as a stand, whence the pro- 
cessions, or games, or ehows, celebrated in the area below, 
could be yiewed. 

The shops were distinguished by a number, marked on tkt 
corresponding pillar of the portico. Catullue mentions the 
ninth, counting from the comer by Castor's temple. 

The front wall was used occasionally lot the ezhibifcion of 
pictures, representing the latest events of war. One of thesse 
battle-pieces was painted on the occasion of the triumph of 
Caius Marius over the Cimbrians. Among the Barbariaos, 
making their last stand on the battlefield, there was one whocra 
ugly and repulsive flace was always taken as a term of com- 
parison by the lawyers arguing their coses in the Forum when- 
ever they wanted to ridicule their opponents. 

We cannot enter these newly rediscovered offices, we 
cannot tread their marble floors, worn by the feet of the bulls 
and bears of classic times, vrihout feeling a strong sense of 
actuality, especially as that pavement, as well as that of the 
Basilica of wiiich the offices formed part, has been found covered 
with loose coins. 

This abnormal dispersion of money all over the place was 
either contemporary with, or soon followed by, a raging fire; 
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many coins^ therefore, have be^i melted and welded together 
into a shapeless masts of metal. These masses, as well as single 
coins, have also been cemented against the marble slabs of the 
pavement, which appears all marked with spots of verdigris. 

Many thousand specimens of this currency (of the end af 
the fourth ^century) have been put aside in these last excava- 
tions, and many hundreds are still to be seen oemented to the 
flooring; but great as their number may be they represent only 
a small fraction of what the cinquecenio excavators were able 
to cany off when they first looted the Basilica ^Emilia in 1531.. 

An eye-witness of this event, Bartolomeo Mailiano, men- 
tions ^'magnam aerorum nummorum copiam^^ — a great mass 
of copper coins — among the spoils gathered on that occaei(»L 

The existence of bankers (argmtarii) at Bome can be 
proved as early as 309 b.o., although silver (argentum) was not 
coined in Boman mints before 268; but their name can easily 
be explained if we consider them as simple changers of ioreigt. 
silver into Boman bronze currency, or vic$ versa. 

Later on the money-changing business was handed over to 
an inferior class of agents, called nummulariii while pure bank- 
ing operations, suoh as the opening of current accounts, the 
receiving of deposits and the making of loans, was reserved to 
the argentarii. They also drew bills of exchange payable by 
iheir correspondents aibroed, and delivered letters of credit, an 
operation which made it imperative for the banker to be 
acquainted with the current value of the same coin in different 
countries and at different times. 

Judging by the great and various facilities offered to Boman 
citizens for the safe keeping and the safe investment of the 
sums of money which constituted the surplus of their yearly 
balance and the savings of their life, we must come to the con- 
clusion that the spirit of thrift and the economisation of mon^ 
must have been prevalent in those days. 

Although we have no evidence as to the existence of regu- 
lar savings-banks, we know that money could be put at interest 
or laid by for future emergencies in three ways : by trusting it 
to bankers; by trusting it to priests; and by depositing it in 
safes guaranteed by the State. 

As regards the first case: if the money was deposited by 
the owner as a depositum, that is, to save himself the trouUe or 
danger of keeping it and making payments at home, then the 
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bcnker pcdd no interest, but simply honoured the cheques of 
the client as long as there was a balance in his favour; but 
w^hen the money was deposited as a creditum, that is^ at interest 
f oar a specified period of time^ the banker was allowed to use 
and invest it to the best of his judgment 

There were less risks^ perhaps^ to be incurred in ancient 
times in these dealings than there are now; because the bankers 
were considered public functionaries, and plsiced under the 
supervision of the Prefect of the city; for which purpose they 
were obliged to keep their accounts in books called codices, or 
tabulcB, or rationes, open to official inspection. The only danger 
incurred in dealing with them was that, in case of failure, the 
law enacted that the claims of the depositarii should be satisfied 
before those of creditors who had money at interest in the 
bank. 

The interest on money (fentts, t6ko^) was, as a rule^ much 
higher in the early days of Rome than under the late Bepublic 
or the Empire. A high rate of interest is characteristic of the 
infancy of industry and trade, especially in agricultural coun- 
tries; the natural tendency of small cultivators being to sink 
into debt, and to mortgage future crops for the sake of imme- 
diate subsistence. 

Hence in early Latium the rate of interest was originally 
unlimited and the grievances of debtors — liable to personal 
slavery by the law of addicHo — ^fill a large space in the struggles 
between the patricians and the plebeians. 

The first restriction upon usury was imposed by the law of 
the Twelve Tables, which established one ounce in the pound 
as the nominal mjte of interest, viz., the twelfth part of the 
principal, or eight and one-third per cent, annually. Neibuhr, 
Buschke and Mommsen, however, bdieve that the legal year 
for money-lending transactions was not of twelve but of ten 
mcntha; in which case the interest, sanctioned by the law of 
the Twelve Tables, would really amount to ten per cent, 
instead of eight and one-third. 

In the time of Sulla the Dictator the interest on loans 
became due on the kalends, viz., on the first of every month, 
and this is the reason why the name of calendar (halsndarium) 
was attributed to memoranda of debts or to account-books. 
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It is evXd€iit that towards the end of the Republic cre- 
ditors had become more cautious in lending money, and more 
exacting as to the payment of interest due upon it, whi<;h 
amounted then to twelve per cent. This very high rate of one 
as in the hundred per month, was known among the dients of 
the " Janus " as the centesimce iisurcs; because a sum equal to 
the whole principal would thus be paid back in a hundred 
months. 

Under the early Empire we find used the now familiar 
expression " a modest five per cent.,*' while higher rates of 
interest were considered to savour of " aweating,'* In the time 
of Trajan we find money invested on mortgage at the wonder- 
fully small rate of two and one-half per cent. 

Savings, as I remarked above, could be deposited not only 
with bankers but also with priests, who used the innermost 
sanotuary of their temples for a safe. Herodianus, deecribing 
the appalling fire of a.d. 191, by which the Forum and the 
Temple of Peace were reduced to a heap of smouldering ruins, 
mentions the loss of an untold amount of private property, in 
money, in jewels, and in securities, which had been confided 
to the care of the local clergy. 

In the temple of Vulcan at Ostia there were two safes, one 
for small valuables right under the altar; the other, formed of 
three ample etrong-rooms, under the pavement of the cella. 
These atrong-rooms were entered through a back door, the 
folds of which were made of heavy sheets of bronze. 

A very fine collection of silver plate, including richly 
decorated cups, saucers, vases, statuettes, ftc, was discovered 
in 1830 under the remains of the temple of "Mercury at Bemay, 
in the Department of the Eure, Prance. The collection is now 
preserved in the National Library at Paris. 

My opinion is that the priests not only did not allow any 
interest on the money confided to their care, but that they 
must have exacted a percentage from the depositors in return 
for their guarantee. 

The Eoman institution, however, which comes nearest to 
cur modem repositories, or safe deposit vaults, is that of the 
Jiorreaj or storage-houses, of which there were two kinds : the 
Ttorrea frumentariay in which a plentiful supply of com was 
kept at the expense of the State to be distributed among the 
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lower classes^ or sold at a moderate price in seasons of scarcity 
or of famine; and the horrea repositories in which the citizens 
were allowed to deposit snch goods or such valuables as they 
could find no safe place for in their own houses. 

These establishments covered an immense area in the 
plains of Monte TeBtuccio, between the Aventine and tiie Tiber, 
and it was precisely in this district that the official adv>ertiBe^ 
ment for leasing a repository belonging to the Emperor 
Hadrian was discovered in the spring of 1885. I have given 
the text of this remarkable and unique document in " Pagan 
and Christian Bome/^ pp. 45-46. It begins with tihe words: 

" To be let from to-day, and hereafter annually, beginning 
on December 13th, these warehouses, together with their 
granaries, wine-cellars, strong-boxes, and repositories. The 
watching of the place by a body of special officers is included 
in the lease.^^ Then follow severckl stipulatioDs as to the length 
of lease, payment of rent, prohibition of sub-letting, obligations 
of giving to the keeper-in-chief an assignment of the goods 
stored, etc., worded in straightforward, honest, business-like 
language, that would do credit to many modem parallel insti- 
tutions. 

Putting together all these facts and considerations we gain 
the certainty that the spirit of economy, frugality and thrifti- 
ress was widespread among the Bomans, wealthy as well as of 
moderate means, patricians as well as- toilers in the field oJ 
labour. ■ ., 

However, the only section of this last class which has left 
for us a certain amount of information about the laying-by of 
earnings is that of the jockeys, or racers, of the circus (agita- 
tores circensBs), of whom there were four squadrons in Rome, 
the Whites, the Greens, the Beds, and the Blues. Juvenal, 
the satirist, assures us that one of these low, vulgar fellows 
could make in a short season one hundred-fold the income of a 
celebrated lawyer. 

I discovered on May 20, 1878, near the barracks of the 
Greens, by S. Lorenzo in Damaso, the eulogy of a young rider 
of African extraction, named Crescens, engraved on a fine 
marble pedestal. This fellow of barely twenty-two had already 
gaine*— if not put aside — one million and a half of sestertii, a 
sum corresponding to thirteen thousand potmds. 
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The great Diocles, the prince of Boman jockeys, the Archer 
of classic times, left to his «on a fortune of two hundred and 
fifty thousand poundis. This is, manifestly, a remarkable case 
ci thrift in a man bdonging to a circle which had greediness, 
prodigality and debauchery for its characteristics. 

A third rider, ^lius Outta Calpumianus, must also have 
laid by a colossal fortune, judging from the magnificence of his 
mausoleum, th« remains of which, discovered in 1878 on the 
Via Flaminia, form on« of tho best ornaments of the Municipal 
Museum on the Coelian Hill. 

One of the greatest impediments to the spreading of the 
spirit of thrift must be found in the disgmceful institution of 
ancient times, by which the lower half of the population of 
Home was fed at the expense of the State for purely political 
reasons. The celebrated Grain Laws, originated at the time 
of Oaius Gracchus, were amplified and perfected in subsequent 
times by Glodius, Pompey, Sulpicius, Galba, Sejanus, and 
various emperors to such an extent that sixty-nine millions of 
hectolitres had to be imported every year from Egypt, and 
double that figure from Sicily, Numidia, Sardinia, Grenada, 
and the lower valley of the Danube. 

In 312 A.D. there were in Bome alone two hundred and 
i:inety public granaries I Now, when a population feds that — 
no matter how much money is thrown away and sunk in 
debauchery — the daily allowance of bread is, at all events^ 
insured, and not only the bread, but ako a good share in public 
entertainments (panem ei drcensesl) why should they trouble 
themselves about the future and make provision against con* 
tingencies from which, really, they had nothing to fear? The 
fable of the ant and the cricket had no meaning whatever in 
the minds of a Boman plebeian I 

Let us now turn our attention from single individuals to 
companies, from single labourers to trade unions, from private 
to collegiate interests. The spirit of association, which general- 
ly carries with it a spirit of thrift and of mutual assistance 
and co-operation, and also the institution of a social fund, was 
greatly developed in ancient times. 

Twenty-six such guilds are registered in connection with 
the harbours of Rome alone, viz., those of masters of river- 
barges; of masters of sea-going vessels; of masters and seamen 
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from Nixmidia; Sardinia, the Adriatic, Caithage and Terrasina; 
of bargemen and longshoremen, of ship-builders, caulkers, and 
naval architects; of timber and iron merchants; of metal-found- 
ers; of ferrymen; of meafturers of gmin; of fishermen, divers, 
underwritere, bakers, carpenters; of importers of wheat, fire- 
wood, wine and leather; of the salt-carriers, &c. 

The organization of these trade unions has been dosdy 
investigated by Mommsen, De Rossi, Bodocanachi, Waltzing, 
&c., but, alas! no trace has been foimd of a fund set apart to 
help the members in case of need, of sickness, and of bodily 
disablement, and to insure them a pension when they could 
work or co-operate no more. 

The purpose of these associations was essentially funsra- 
iictum; they had a social area, or chest, made up of entrance 
fees and yearly contributions, or from the revenues of collegiate 
property; but the money could only be spent in providing the 
deceased memtbers with a decent funeral, a decent resting- 
place, and a decent periodifoal commemoration. 

Oonsidering all these things, we must come to the conclu- 
sion that the spirit of thrift and saving was fairly well deve- 
loped individually in ancient times among the upper and the 
middle classes; in a much lesser degree among the plebeians, 
fed and amused as they were at the expense of the State. 

Their only anxiely in life was to secure a proper entomb- 
ment, and to avoid the much-dreaded puticula or common pits 
of the Esquiline; and for this purpose alone they joined 
together in guilds and companies, and coniributed to the social 
chest. No institutions which can bear resemblance to our sav- 
ings-banks or prudential institutions can be found in ancient 
. times; there was no public spirit of economy, just as there was 
no public spirit of charity. 

The hospital, even in its rudimentary shape, was not 
known to the Eomans before the third Christian Era. Noble- 
man were not in need of public medical help, as they counted 
family doctor among their own freedmen (liberti), while 
slaves, of whom the manufacturing and trading classes were 
composed, had to be nursed at the expense of their masters in 
case of illness. 

Whatever feelings of charity may have developed in private 
individuals, they were counteracted to a certain extent by the 
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mainteDADce of aLayeTy, and by the passion for bloody gladia- 
torial fights^ which rendered Boman hearts and souls insensible 
to the enfiferings of their neighbours. 

The only institution which savours of a true benevolent 
and charitable feeling is that of the pueri et pusUcB alitneti- 
tarii dating from the time of Trajan. It consised of distribu- 
tions of com, oil, and money to be made every month to 
orphans and to the children of destitute parents, to whom also 
an elementary education was imparted gratuitously. 

Two records of this institution, engraved on bronze tablets, 
have already been found, one at Veleia near Piacenza in 1747, 
one at Campolattaro near-Benevento in 1832. According to 
th^se documents the emperor had lent large sums at low interest 
to both municipalities, on the security of landed estates, the 
interest of which was paid to the municipal chest for the sup- 
port of needy children of both sexes. 

In conjunction with ihb official charities many private 
charities sprang up at the same time, such as that founded by 
Pliny the younger at Como, and by Helvius Basila at Atina. 

Other records of kindred foundations have been discovered 
at Terrasina, at Sicca and at Hierapolis. We learn from a 
decree of Hadrian that boys enjoyed the benefits of this charity 
up to their eighteenth, and girls up to the fourteenth year; 
we ieam also, from an inscription puiblished by Pabretti, that 
a boy four years and seven months old had already received 
sine times the monthly distribution of com. 

At Sicca Yeneria, a modest tovmship of Numidia (the site 
of which is marked by the present hamlet of Kafl), three hun- 
dred boys, between three and fifteen, and two hundred girls 
between three and thirteen, received the benefits of the foun-. 
dation. 

Trajan's benevdent plans were carried on on a larger scale 
by Hadrian, and brought to perfection by the Antonines, who 
established additional foundations in memory of the twv> Faus- 
tinas. In fact, the merit of having organized a service of public 
medical assistance — ^gratuitous in case of the poor — ^belongs to 
Antoninus Pius, who acted, I am sure, under the indirect 
influence of Christian charity, for the new Faith had made 
great progress in Rome under his wise and temperate rule. 

BonoLFO Lanciani. 
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CANADA'S TBADE— ITS SUSCEPTIBILITY TO AMERI- 
CAN INFLUENCK 

THE Canadian foreign trade statistics throw an instructive 
side-light upon the workings of the American tariff 
policy. That poliqr^ as everjhody knows^ was framed avowed- 
ly with the object of benefitting the American producer, chief- 
ly by preserving for his sole use the home American market. 
Scarcely any one will dispute that this home market has been 
protected effectively from foreign aggression; the tariff lost its 
virtue in that respect only when the prices of American com- 
modities were put to a level so high that it became profitable 
for foreigners to sell goods to the United States in spite of the 
handicap imposed by the duties. 

Naturally the trade of Canada was profoundly affected 
when her big neighbor veered round in tariff policy; when the 
free intercourse which marked the operations of the Becipro- 
city Treaty had to give way to the ezclusiveness engendered by 
the McEonley and Dingley tariffs. How Canada overcame thiis 
disappointment, how she discovered new avenues of trade for 
those which were lost, is now an old story. What we have here 
to consider is the question, *^ To what extent has the change 
in the complexion of her foreign commerce rendered her 
impervious to the depressing infiuences' of commercial reacti<Mi8 
in the United States?'' The figures and tables which follow 
were taken from the Statistical Tear Book of Canada, and from 
an article in the Toronto Gfe&e, November 5th, 1903, entitled, 
*^ Our Industrial Independence." 

The first table, taken bodily from the article in the Oldbty 
illustrates very plainly the change which has come over our 

export trade. „ 

„ ^ Percent 

Year. Total Kxports. Exportoton.& of To 

1886 $ 79,131,736 $33,566,810 46% 

1886 77,766,704 34,284,490 44 

1887 80,960,909 36,269,922 43 

1888 81,382,072 40,707,483 60 

1889 80,272,456 39,519,940 49 

1899 138,462,037 40,426,856 29 

1900 170,642,369 59,666,566 36 

1901 177,431,386 67,983,673 38 

1902 196,019,763 66,567,784 34 

1903 219,082,933 71,783,919 32 
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Our total exports increased in eighteen years $139^951^- 
198; of this increase only $38,217,109 is dn-e to purchases by 
the United States. As recently as 1888, we were dependent 
on the United States for a market for half oiir exportable sur- 
plus; by 1903, notwithstanding that the surplus nearly trebled, 
we have found markets elsewhere which take two-thirds of the 
whole. It would seem then to be tolembly clear that we are 
concerned with the purchasing power of our neighbors, not 
nearly so much in 1904 as we were in 1888; a depression In 
the United States should not materially lessen the Europ^m 
purchases of our oattle, cheese, buttcor, hogs, lumber, and 
wheat. If we produce these things in abundance and can dis- 
pose of them to advantage, there cannot be much doubt about 
the steadiness of v>ur progress. 

As there is at hand more complete data respecting our 
foreign trade in 1902, the figures for that year are preferred 
oyer those for 1903 in the analysis that follows: — 

Canadian Exports, 1902. 

Products of the mine $34,947,574 

Products of the jasheries 14,143,294 

Products 'of the forests 32,119,429 

Animals and their produce 59,161,209 

Agricultural product? 37,152,688 

Manufactures 18,462,970 

Miscellaneous 32,599 



$196,019,763 



Taking the different items in their ordier let us now ascer- 
tain what proportion of each one finds its way into the United 
States. 

THB MINE. 

In the case of this first item on the list it happens that a 
market for no less than 94% of the whole is found in the 
neighboring republic, — ^its purchases footing up $33,140,839, 
as against $1,806,735 by all other countries. But it does not 
follow because the United States buys our minerals, that we 
eould not sell them somewhere else. Take the most import 
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taut of all, '^ Oold-beaxing quartz, nuggets, dust, etc/' $19,- 
660 486. Everybody knowB that gold poesesses mtematioual 
value. The ooet of transporting it is measured by '' eighths '' 
and '' quarters"; no matter what befalls, a market will be 
ready for all we can produce. 

The second in importance among the minerals exported, 
is coal. In 1902 our exports amounted in value to $4,867,- 
088; the whole being sold to the United States. Coal is an 
article; indispensable to the world's commerce, of which there 
exists but limited supplies. For quite a number of years the 
question as to how long the world's supply of coal would last, 
has exercised the minds of geologists and economists. Look- 
ing at the matter broadly, our vision ranging over a number 
of years, it seems clear that for an article of this kind, an 
article which must tend te become more valuable as it nears 
the point of exhaustion, we need not be very apprehensive 
about finding a market even though our coal may not equal 
in excellence the product of Shamokin valley or of Connells- 
viUe. 

If, during the next year or two, New England ceased to 
buy from Nova Scotia and the Pacific States from British 
Columbia, there would undoubtedly be great depression in the 
coal mining districts; but no one would expect it to be any- 
thing but temporary and it would not materially affect the 
trade of the whole Dominion. 

The same thing applies to copper, silver, iron ore, and 
lead; they are confined to particular localities, the majority 
of the farmers and business men in Ontario, Quebec, Mani- 
toba, would probably see little difference in their circum- 
stances if our exports of these articles decreased one-half. 
Indeed, under certain conditions their circumstances might 
be bettered; if the production of the coal mines continued to 
be large, and this product could not be sold abroad it is very 
likely that our home manufacturers and consumers would 
enjoy cheaper fuel, which is no inconsiderable item in expenses. 

THE 7I8HEBIB8. 

Canned salmon, $5,012,788, cod-fish, dry-salted $3,161,- 
674, canned lobsters $2,149,395, comprise the bulk of the 
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value in our fisheries exports in 1902. This was distributed 
among the different countries as follows: — 

Great Britain $ 6,374,877 

United States 4,184,403 

British West Indies 961,622 

Other countries 2,622,492 



$14,143,294 



Our chief customer here is Great Britain, we look to the 
United States for a market for less than one-third of what 
we have to spare. Among bankers it is a common saying that 
^'sio matter what befalls other industries nothing so very 
dreadful can happen the trade in groceries/' No matter how 
bad the tmnes people must have groceries or they could not 
live. Perhaps the most conspicuous feature in trade depres- 
sions is the wholesale institution of sweeping economies by 
all classes of the population. When the inoome is lessened 
luxuries are cut with an unsparing hand; the more expensive 
among tho necessaries even, bought more carefully. Working- 
men and the less wealthy find that they must partake less 
frequently of meats; to fill the vacancy thus created on the 
table the cheaper canned salmon, canned lobster, etc., are 
substituted freely. Here is a factor whose operations might 
result in an increased demand for our fiish even though a 
depression should settle on the United States and spread to 
Great Britain. 

It occasionally happens that an extra large catch in par- 
ticular lines, with a consequent heavy increase in the quan- 
ity packed, brings about a temporary glut in the market; biil 
anxiety in the fisheries industry usually centres about the 
catch; the industry thrives or languishes according as the 
catch is good or poor. 

THE FOBESTS. 

With reference to forest products the Olohe says in the 
article referred to at the commencement of this paper, ''A 
long-continued depression in the United States would undoubt- 
edly aflFect the lumbering industry of Canada.*' 

In the Year Book's classification of our exports by coun- 
tries the greater part of the products of the forests are includ- 
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ed with the manufactures. This necessitates taking the two 
(forests and manufactures) together if we would arriye at the 
proportion exported to the Fnited States. A glance at the 
second table will show that the two items total $50^582,399. 
This was divided as follows: — 

To United States $21,646,918 

To Great Britain 21,477,075 

To other countries 7,558,406 



$50,582,399 



The chief items, taken respectively by Great Britain and 
the United States, are: — 

United States Great Britain 

Logs $ 549,119 $ 16,297 

Deals, pine 118,209 3,015,694 

Deals, spruce and other 460,057 6,399,763 

Wood, blocks and other, for 

pulp 1,194,593 120,445 

Planks and boards 9,365,302 1,623,292 

Shingles 1,505,850 

Laths 734,422 

Wood pulp 1,170,400 818,580 

Agriculural implements 18,159 378,229 

Drugs, dyes and chemicals 299,126 117,590 

Household effects 1,450,533 66,541 

Pig iron 132,753 973,955 

Leather, sole and upper 16,464 1,803,859 

Giving special attention to our trade with the United 
.States, we find the largest iteim to be '^jdanks and boards^ 
$9,365,302. Now these, and in fact nearly all the forest pro- 
ducts we export are used chiefly for constructiom purposes. It 
is precisely here that our neighbors are already beginning to 
economize; the energy displayed by both railroads and build- 
ing companies shows unmistakable signs of falling off. As the 
Olole has pointed out, this is the danger ahead of our lum- 
ber industry. But, all things considered, it can scarcely be 
said that it is a very menacing danger; its evil effects cannot 
be other than temporary. Canada is one of the few countries 
j^sessing large tracts of available timber lands. We are 
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brought nearer to a monopoly in possession by eadi year that 
passes; the remarks previonsly madse about the world's sapifly 
of coal apply even more forcibly to the irorld's supply of tim- 
ber; it will be no great hardship f or ns if o\ir sales &11 off for 
a year or two. The projective building of the Grand Trunk 
Pacific is frequently mentioned as being likely to furnish an 
erfcra market for our lumber^ compensating us in some degree 
for L possible contraction in th<e usual market in the United 
States. If the capital for this new enterprise is brought from 
London, as everybody expects, the economic and financial 
effect for the time being will be exactly the same as if our 
product was exported. The fresh British capital, while it 
remaiuB, will perform exactly the same work as would the 
American capital received by us in payment for lumber 
exported and sdd to foreigners. 

As to the extent to which our manufactures generally 
would be affected by a depression in the United States we 
purpose taking up the investigation further on in this paper, 
when dealing with the question of imports. Excepting the 
lumbermen, Canadian manufacturers do not greatly fear that 
their business will be much injured because of a falling off in 
their sales to the United States; those sales have already been 
reduced pretty well to a minimum by the operation of the 
American tariff. What is dreaded is that our home market 
will be upset by an influx of ^' dumped '' American goods thrown 
into Canada perhaps at a lose to relieve the over-production 
in the Eepublic. As this contingency obviously relates more 
to our imports than to our exports its discussion can very pro- 
perly be left till those most important among the items of 
our exports, " Animals and their products '* and " Agricul- 
tural products,*' are dealt with. Both are taken under the 
head of. 

AQRICULTUBB. 

In 1902 our exports of the direct and indirect output of 
our farms amounted to $96,313,897, or very nearly half our 
entire exports. In 1903 the proportion filled by these was 
even larger, and amounted to more than half the total, $114,- 
441,863 out of a total of $214,401,674. It is a well known 
fact that a great deal of the pessimism prevailing in the 
United States is caused by the general acceptance of the 
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theory that an index to tbe tme state of indnfitry and trade is 
always to be f ofond in the condition of the iron industry. When 
the iron trade is greatly disturbed it is accepted by a large 
number of observers as an infallible indication that signs of 
unhealthiness will shortly appear in the other principal indus- 
tries. Tbe N$w York Post and the Wall Street Journal, haye 
been endeayoring recently to combat this theory; they haye 
argued that the true source of the national prosperity is 
found, not in an actiye production of iron and steel, but 
rather in bountiful crops of cotton, com, wheat, laige and 
growing herds of cattle, sheep, hogs. These, they say, 1903 
has contributed in abundance; but, rapidly as the productions 
of agriculture, of the mines, of the forests, haye augmented 
the available wealth of the country, they haye not supplied 
money with rapidity enough to keep pace with the yast neces- 
sities of the great construction, improvement and betterment 
work that has been carried on. And that consequently the 
credit system has been called on to perform more than its 
ability; in the words of Wall street "capital has become 
entangled.'' The situation became so acute that wealthy capi- 
talists were called on to pay loans which th^ never dreamed 
of paying except at their own convenience; borrowers who 
had never before been disturbed were forced to sell realizable 
property in order that bank reserves be maintained at the 
legal ratio. That "operators for the decline'* in the stock 
markets should take advantage of a situation like this was 
both natural and inevitable; that they should seek to accen- 
tuate the trouble by releasing a flood of gloomy rumors was 
something that might have been expected by everybody who 
knows the character of stock market dealings. It so happened 
that they were aided in their work by the fact that glaring irre- 
gularities; and plundering of stockholders in some of the trusts 
came into light at this juncture; that other trusts broke down 
under the strain of too heavy capitalizations; that sound indus- 
tries, capitalized moderately, found themselves handicapped 
too severely by the rapidity of the rise in wages and in the 
cost of production. 

If the United States is justified in taking comfort because 
the prosperity of the agricultural interests at least balances 
the depression in the iron trade, it would seem that Canada 
could afford this year to view the troubles of Pittsburg, Syd- 
ney, and Sault Ste. Marie with comparative equanimi^; for 
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OUT crops also have been excellent, and the prices at which 
they were marketed, satisfactory. For this great agricultural 
outpnt of ours we depend on the United States for a market, 
only to a trifling extent; Great Britain is the chief customer 
as the Bert table shows: — 

AOEICULTXmAL AND ANNUAL EXPOBTS, 1902. 

To United States To Great Britain 

Horses $ 345,048 $ 436,166 

Cattle 787,864 9,743,738 

Sheep 908,892 626,336 

Cheese 12,038 19,620,239 

Bntter 41,149 6,469,300 

Purs (undressed) 648,028 1,114,633 

Hides 1,629,393 32,600 

Bacon 42,047 12,119,342 

Canned meats 1,071 866,896 

Apples (green or ripe) .... 49,348 1,496,107 

Oats 60,930 1,401,160 

Peae 170,026 1,210,690 

Wheat 9,161 18,024,267 • 

Flour 37,466 2,290,066 

Hay 602,700 1,702,638 

Qover seed 276,962 620,466 



$6,622,112 $76,649,292 

The above staitement shows that we may dismiss from 
our calculations the question whether or not our commerce is 
likely to be injured by a decrease in our sales of agricultural 
and animal products to the United States. These are already 
so small (being less than one-seventeenth of the total) that 
we would not be greatly injured if they vanished altogether. 
But there is another way by which we might be hurt in our 
export trade by a depression in America. What if the United 
States, impelled by overproduction, should assail us in the 
British market? There can be no doubt that the Americans 
seek to cure their temporary setback through increasing their 
exports to Britain and the continent of Europe. For a num- 
ber of months the best informed among European economists 
and business men have been anticipating that the scarcity of 
money in America would force heavy sales abroad of all Idnds 
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of American cominodities. It is jiist a few weeks since tlie 
Kaatem tnmk lines of the United State^^ in orter to facili- 
tate this ve!ty morenvent) granted a concession t>f 83^% in 
freight rates on iron and steel goods exported by the United 
States Ste^ Corporation. In this we axe more likely to he hit 
in onr mannfactozeB than in our agricultore. Large as the 
crop production of the United States undoubtedly is^ the 
great bulk is consunved at home; the surplus available for 
export invariably comprises but a small proportion of the 
whole. Olrviously the nature of the competition from American 
products which our farmers experience in neutral markets will 
depend very largely on the size of the American surplus for 
ej^rt. Varying dimatic conditions in the different crop 
seasooifi with consequent variations in the yields have a great 
desl more to do with the size of this surplus than fluctuations 
in industrial activily can possibly have. Without doubt con- 
sumption of foodstuffs will be lessened somewhat by hard 
timeS; and whenever it happens that the exportable surplus 
of the United Staites is increased from this cause we may 
expect from that quarter keener and more aggressive compe- 
tition for the poesesBion of the markets of Europe. Under 
such circumstances it would be our plain duty to assist our 
premier industry as much as lies in our power; fortunately it 
stands in no need of pampering by way of bonuses or exemp- 
tions. What it wants most is to be let alone. Figuring large- 
ly in the coet of production are items such as faim imple- 
mentSy wagons^ threshers, wire, lumber, clothing, etc., the 
expense for which is increased or decreased according as the 
tariff is raised or lowered. It is, no doubt, gratifying to our 
national pride to hear of new towns springing up around great 
m&nufacturing plants; of thousands being added to the popu- 
lation of our cities through the establishment of new works 
and factories; but it is well to recollect that pleasure and 
gratification can be bought too dear^ and it certainly seems 
that we get them at too much expense whenever we bring 
these things to pass through the imposition or the mainte- 
nance of burdens upon our most important industry of all. 

It is quite conceivable tlmt our manufacturers might be 
helped to hold their position in neutral markets if our tariff 
was put high enough to give them the home Canada market 
absolutely to themselves. A beautiful example of how this 
would work out is seen at this moment to the south of us. 
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American producers, protected by a high tariff are selling steel 
rails abroad at $20 per ton while at the same tixne exacting 
from their own people $28.00 per ton. This is something 
which not many Canadians will want to see in Canada, if onx 
foreign markets cannot be held in any different fashion they 
had better be lost. 

Imports for Home Consumption, 1902. 

Dutiable goods $118,657,496 

Free goods 84,134,099 

$202,791,596 

Of the above there were imported from the United 
States. 

Dutiable goods $ 60,181,808 

Free gooda 60,632,942 

$120,814,760 

The chief items composing this sum, were:— 

DutidbU Goods. 

Coal, bituminous, and coal dust $ 6,860,034 

Cottons 1,682,113 

Iron and steel and manufactures of 17,814,070 

Leather 1,468,882 

Paper 1,471,789 

Free Goods. 

Coal, anthracite 7,021,939 

Hides 2,168,127 

Tobacco, unmanufactured 1,919,916 

Flaxseed 1,714,773 

Indian corn 2,480,397 

Cotton wool 6,672,722 

Metal, iron and steel, and manufactures of 8,837,992 

Rubber crude 1,386,681 

Binder twine 1,607,344 

It is the manufactured part of the trade outlined in the 
above figures which out manufacturers seek to curtail. Their 
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argument, which is certainly w^U-fannded from their own 
point of view, is that lasting injury will be done to Canadian 
industry unless the Canadian tariff is put high enough to 
prevent the entry, except at a loss, of such American goods as 
are also made in Canada. To the large body of Canadian 
consumers it might seem, if these views were met, that it was 
not altogether a matter for congratulation that so many items 
amiong the necessanes of life are made in Canada. 

There is no question but that a long continued depression 
in all the branches of American trade would bring great 
hardship on many of our manufacturing cities and towns. 
The Canadian (market is the nearest and handiest among the 
dumping places for American goods. Whenever the United 
States suffers from over-production we nearly always get our 
full share of dumped goods. Not all of our industries, how- 
ever, are seriously affected; only those which ceimot work 
except behind the tariff wall. For many of these it means mills 
on half-time or closed down altogether, men thrown out of 
work and reductions in the pay of men kept emjployed, default- 
ed dividends or bond interest, reorganizations or receiverships, 
with great loss of trade to the grocers, butchers, etc., who 
handle the necessaries of life. That is the black side of the 
ahield. To those persons whose incomes are not reduced, and 
they are by no means inconsiderable in point of numbers, a 
depression would mean cheaper living, better opportunity to 
save. If this latter class be but numerous enough the depres- 
sion will be no depression at all. If our farms continue to 
yield abundantly and the produce is* sold well and profitably we 
can afford to snap our fingers at the greatest depression the 
United States ever saw. For us, this is the crucial point — the 
condition of our fanners. Prosperous, they will quickly absorb 
not only the American dumpings but any reasonable output of 
our own manufactures as well. Theee reasonings and calcula- 
tions ai^ based on the happening to the United States of quite 
a severe depression. It is not by any means certain that a 
severe depression will happen to them at this time. 

In that case we have nothing whatever to fear from our 
trade connection with them. In the worst event, if they do 
experience a severe setback, it is hard to see how it could 
inflict permanent material injury on us. But it does not fol- 
low, because interested manufaturers and politicians have 
sought to exaggerate the danger to our trade from the direo- 
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tion of the souths that we are in no danger at all. Prosperity 
breeds danger; many of the influences which have exercised 
evil effects on American industry have also been busily at 
work with us in Canada. Although our growth is eolid in the 
main, it may be that in some sections too much haete is made. 
It is possible to foresee that trouble might ensue from the 
locking up of too much money in North- West land. Mr. 
Clouston, of the Bank of Montreal^ tells us that our branch 
bank extension has been perhaps a little rapid; President 
Macpherson^ of the Moleons Bank^ apprehends that too many 
of the new loans made by Canadian banks may have gone into 
speculative channels. If we hav« erred, the penalty will have 
to be paid. As to whether we have or not, the future only can 
decide. But if it is so^ let us manfully acknowledge whatever 
faults we have committed and not seek to lay the blame alto- 
gether on the backs of our neighbors. We certainly have the 
advantage of them in one respect — our banking system is 
admirably suited to our needs; and our bankers have a record 
for a wise handling of troublous times. 

H. M. P. BOKABDT. 
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THE PROPOSEa) MONTREAL BANK CLERKS' 
INSTITUTE. 



A MEETING of bank officials was held at the Merchants 
^ Bank of Canada, in Montreal, on the 9th ultimo., for the 
purpose of considering the formation of an Institute under the 
auspices of the Canadian Bankers' Association. About seventy 
officials of the various banks were present By request of 
those in attendance, Mr. J. Gillespie Muir, of the Merchants 
Bank of Canada, occupied the chair. Mr. Muir who is a Fel- 
low of the Institute of Bankers of London, England, 
addressed the meeting as follows: — 

'^ The object of the proposed Institute is to afford to the 
ycunger members of the profession opportunities for the 
acquisition of knowledge of the theory of banking, and to 
encourage them to read and discuss, from time to time, papers 
lof practical interest. 

By these means, they would become thoroughly acquainted 
with every branch of their profession. 

As a rule young bank officers have their evenings to 
themselves, free from care and worry. It is, therefore, pos- 
sible for liean to devote their leisure time to mental culture, 
and to the acquisition of useful knowledge. What we acquire 
in early life clings longest to our memory. The present 
moments are the most precious, and should we let the occa- 
sion for improvement sUp by, it is gone beyond recall. After 
all, one need devote only a few years* study of all that is 
required in banking to make the rest of life's work compara- 
tively easy. 

Lord Bacon says: '* Every man is a debtor to his profes- 
" sion, to endeavour to advance it.** In the banking profes- 
sion however great a man's abilities may be, he can always 
acquire more knowledge of his business; and to apply that 
knowledge with success, he must study steadily and persistent- 
ly , and, — ^what is more important, — regularly every day, for as 
Hamerton says, the only way to become thoroughly conveisant 
with a subject is '* to live in it with happy familiarity.** 

In England, bank officers have the privilege of being able 
to attend lectures given by eminent authorities on banking. 
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Papers have been read before the Institute by such authorities 
as Mr. QoBchen^ formerly Chancellor of the Exchequer; Mr. 
Hilton Price, Mr. Palgr&ve, Sir John Lubbock, and several of 
the Governors of the Bank of England. As many as 500 and 600 
members have attended these lectures^ but, as we do not enjoy 
this advantage, the next best thing, it seenu to me, would be 
to form an Institute, where meetings could be held at stated 
periods, and, where full soope would be given for interesting 
lectures and discussions. The intention therefore of this 
Institute is, that younger members should make a special study 
oi any subject or paper to be submitted for discussion, and 
then take part in the discussion, and thoi^oughly sift the points 
brought up. — (I may mention that the Bankers* Institute in 
London, which was founded in 1879 with a membership of 
1,400, has now over 3,000 members, and a few years ago a 
''Bankers* Debating Society** was formed, the outcome of a 
movement among lie members themselves, which has proved 
tj be very successful). With a little practice our members 
would soon learn to think with precision and feel quite at 
home when giving expression to their views and opinions. 

This would prove to be an excellent plan; for, many a 
student, although fairly well read, feels that he has not suffi- 
cient confidence to speak in public. 

There would also be a great advantage to be derived from 
the facilities granted by the Institute, of interoourse with 
brother officials. We can discuss later whether it should not 
take the form of a social club as well. 

Another point I should like to bring before you, is this: — 
I am confident that the Bankers* Association will assist the 
proposed Institute, and would offer inducements to members 
to qualify for examination, and afterwards grant certificates to 
those who paas. This is the plan adopted by the Institute of 
Bankers in England, and a large number of the younger mem- 
bers take advantage of the facilities offered them for study. 

The papers usually given are on the following subjects: — 

Political Economy, Practical Banking, Commercial Law, 
Arithmetic, Algebra, and Book-keeping. I have before me, a 
li£t of books recommended for study by the London Instituite, 
and also '' Questions for Examination.*' 

It ghould be the aim of the younger members to qualify 
themselves for the intelligent discharge of the higher, praotioal 
duties of their business. They would thus be better prepared 
to deal with difficulties as they arise in their own daily experi- 
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enoe^ and would of course have an immense advantage over 
those who do not study. 

I do not pretend to say, however, that in the event of a 
vacancy occurring in the staff of a bank a good all-round 
clerk diould be superseded by an indifferent official, whose 
only qualification is a fair knowledge of the theory of Bank- 
ing. But, I think that the man who is unwilling to simply 
follow " the dreary drudgery of the desk's dull wood *': that is, 
to be merely *' rond^e-cuir,'* and who strives to make him- 
self acquainted with the theory, as well as the practice of his 
profession, should get the appointment In cases of emergency, 
he is, as a rule, selected. We all know that there are numbers 
of men very good at theory, but when it comes to applying that 
theory they are quite useless. The great thing is to learn to 
combine both. 

I am confident that ^e direct and indirect advantages of 
being associated with an institute of this character will become 
apparent to the younger bank officials. 

As time goes on and the membership increases, a small 
circulating library of books on banking smbjects could be orga- 
nized, so that members who would not care to go to the 
expense of buying sudi works could have access to standard 
books of reference for special occasions. 

Having outlined what seems to me a ^ood plan, I should 
be very glad to have your suggestions and opinions on the sub- 
ject. I have at hand oopies of the by-laws of the Canadian 
Bankers' Association, and also a copy of the constitution and 
rules of the Institute of Bankers, London.*' 

At the close of the meeting, a committee was appointed 
for the purpose of ascertaining if the proposed scheme was 
likely to receive the cordial support of those most interested 
in its formation and success, and it is now confidently expected 
that bank officials resident in Montreal will soon be in posses- 
sion of suitable quarters for educational meetings and for 
social functions. 
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EPHRAIM ELLIOTT WEBB. 

The late general manager of the Union Bank of Canada^ 
Mr. E. E. Webb, whose death occurred at Quebec on the 7th 
instant, was the son of the late Mr. C. C. Webb, and was bom 
in the township of Hull, P.Q., on the 6th July, 1853. He re- 
ceived his earlier education at the Collegiate Institute, Ottawa. 
At the age of nineteen years he entered the service of the Union 
Bank of Canada, and, except for a period of two or three months 
in the early eighties, he remained an official of the same insti^ 
tution until his untimely death. Upon the retirement of Mr. P. 
MacEwen from the position of Cashier in 1885, Mr. Webb was 
chosen to succeed him, and in July, 1892, was appointed Gen- 
eral Manager. He discharged his responsible duties to the en- 
tire satisfaction of the directorate of the bank, and to his 
ability and zeal the shareholders are largely indebted for the 
progress and expansion of the Union Bank of Canada. 

Mr. Webb married Miss Mabel T. Perley, daughter of the 
late W. 6. Perley, M.P., of Ottawa, who, with three children, 
survives him. He was a director of the Quebec Railway, Light 
ft Power Company, in the affairs of which corporation he always 
displayed much interest. He was for many years a member of 
the Financial Advisory Committee of the Church Society of the 
Diocese of Quebec, and also a churchwarden of the Cathedral of 
the Holy Trinity. One of the oldest oflBcials of the Union Bank, 
in writing of his late chief, says : — " His kindly disposition and 
quiet hospitality endeared him to every friend and acquaint- 
ance, and I shall alwa]^ think of him as one of the best men I 
have ever met.^* Dean Williams adds this tribute to the worth 
of the deceased gentleman: — ** He was in every sense a man of 
true Christian faith, generous to a remarkable degree, charit- 
able, kindly, considerate, wise in judgment, and ever ready to 
give his best attention and sound advice when consulted.*' 
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JOHN CAPE MOEE. 

Mr. J. C. More, Manager of the MenahantB Bonk of Canada, 
Quebec, for ihe past sixteen years, whose sadden death on the 
drd instant proved a sad surprise to his numerous friends, en- 
joyed the affection and esteem of every citizen "^ho had business 
dealings with him, or wiho had the pleasure of meeting him in 
private life. He was a gentleman of genial temperament, and 
his death, preceding as it did by only a few days that of his 
friend, Mr. Webb, has caused widespread sorrow in the old city 
of Quebec. 
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QTJESTIONS ON POINTS OP PEACTICAL INTEBBST. 



REPLIES may be obtained, throngh this colninn only, to en- 
quiries of Associates or sabseribere from time to time 
on matters of law and banking pnactice, under the adyice of 
counsel where the law is not clearly eataldiahed. 



Can Deposit he Held in Payment of Matured Note. 

Question 572. — The endorser on a note, held by a bank, 
having a deposit in the said Bank, said note haying been duly 
protested, can his deposit be held in part payment of said note 
and costs and his cheque refused? 

Answer. — Yes; the debt is exigible, and therefore a valid 
charge against the deposit. 

Direct Liability of Acceptor of Draft. 

Question 673. — A. draws a draft upon B. payable to the 
order of G. ; B. accepts draft, which is then endorsed by C, and 
discounted at the Bank. Which party, A. or C, is to be con- 
sidered directly liable to the Bank; or, in other words, who is 
the direct and who indirect endorser? 

Answer. — ^B. is the party directly liable on the bill — if 
dishonoured and protested the drawer and endorser are equally 
liable to the holder, and, as between themselyes the drawer is 
liable to the endorser. 

Bedl Estate as Additional Security. 

Question 574. — Section 68 of the Bank Act authorizes a 
Bank to take real estate or additional security. 

1. Can the Bank take a deed of the property instead of a 
mortgage? 

2. What is the meaning of hypotheques in section 68 ? 
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Anawer. — 1. The Bank's right is limited by the wording of 
section 68. Mortgage is a technical word in law^ and means a 
deed of conyeyanoe from borrower to lender with a condition 
that the lender^s estate will determine if the loan is repaid by a 
certain date. The Bank could take a deed to this effect only. 

2. A hypothequey by contradistinction does not ostensibly 
divest a borrower of the ownership of a property, but gives the 
lender a preference on the sum derived from it when sold, in 
default of repayment of the money borrowed. 

Oold 08 Legal Tender in Canada. 

Question 575. — ^Is the English Sovereign and the IT. S. $5 
gold piece legal tender in this country, as I cannot find it in 
the Bank Act? 

Answer. — ^Tes; vide Revised Statutes of Canada-lst 
Volume — Chap. 30, sections 2 and 7. 

A Bank^s Claim on Estate Restricted. 

Question 576. — A Bank obtains judgment against a far- 
mer and his wife, which is not satisfied, and subsequently, to 
enable them to carry on their farming operations, gives them 
a further advance on a note with a good endorser. The man 
dies and claims are called for. The Bank includes in its claim 
the amount of the judgment and the note which was not due. 
The estate pays 60 cents on the dollar. When the note falls 
due the Bank claims the full amount from the endorser. 

Can they do this or must they allow for the 60% received 
from the estate of the primary debtor? 

Answer. — Only the unpaid balance of the note can be 
claimed from the endorser. 50% of it has already been paid. 

Deposits in Saving's Bank — Claiinants to Same. 

Question 577. — A deposit in Savings Bank is put in the 
following form : — " Mary Smith and in case of death her grand- 
daughter Mary Jones.'* 

1. Can Mary Jones draw the amount of the deposit after 
death of Mary Smith by simply producing the pass book and 
signing a cheque? 
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2. If Mary Smith died leaving, or without a will, could the 
executors or administrators disturb the deposit? 

3. if Mary Smith willed the deposit to Bome other person 
than Mary Jones, could the executors then withdraw the de- 
posit? 

4. What evidence should the Bank require of the death of 
Mary Smith? 

Answer. — Such a deposit being a donation in case of death 
is not legal in this Province (Quebec.) 

1. Mary Jones cannot draw it 

2. The Executors are the proper people to draw it 

3. The deposit should be paid by the Executors to the 
party to whom it is willed. 

4. An ordinary certificate of death. 

Identification — Request for Same Reasonable even if not Legally 

Requisite. 

Question 678. — Let A. be ihe payee of a cheque and B. the 
pajring teller of a bank. 

If A. presents a cheque marked good by the bank in which 
B. is paying teller, to IB. for payment, and is told that he is not 
known to B. must A. find identification for himself or can he 
force B, to pay him on his word ? 

In the event of B, again refusing payment of the cheque 
could A. sue the bank? 

Answer. — The certification of a cheque signifies no more 
than a recognition of its genuineness,, and a virtual undertaking 
to hold the funds at the disposal of the payee. 

Irrespective .of this consideration, the payee of a cheque is 
not under any legal obligation to have himself identified to the 
bank's satisfaction, and could sue the bank. 

Looking at the practical issue, however, he would probably 
gain no more through the medium of a lawsuit than the 
amount of the cheque and interest, whereas payment could be 
immediately received by complying with the Bank's reasonable 
request for identification. 
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CORRESPONDENCE. 



St. Catherine Street, East, 

Montreal, October 1903. 
Editor, 

Canadian Bankers^ Journal, Montreal. 

SiB. — ^I would like to hear the opinions of bankers as to 
the utility and necessity of opening at night for the transaction 
of business, does it pay? 

At the east end of St Catherine Street all the banks are 
open each night from seven to eight o'clock. Apart from 
Saturday and Monday evening, I think I am correct in stating 
that very little business is done which could not easily be done 
in daytime. I have the assurance of many business men on 
this point. 

Many storekeepers use the banks to deposit their cash in 
over night and thus reduce risk of burglary; others not so well 
off, take advantage of the night opening to get their cheques 
held over until next day. 

From the bank clerks* point of view night opening does not 
pay. He seldom leaves the office before 4.30 p.m., and must 
get his dinner over before 6.30 p.m. in order to rush back to 
the of&ce in time to open up at 7 p.m. Neither can he take 
advantage of the Saturday half-holiday and go out of town for 
he must be on hand in the evening. It is the mad competition 
for deposits that has brought this about, and I qu^tion if it 
pays, all things considered. I wish Mr. Stewart-Patterson had 
touched on this in his well thought out article. 

Yours truly, 

X. Y. Z. 
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The Houfie of Representatives in the United States 
is wrestling with a bill introduced by a gentleman from Ten- 
nessee having for its object the redemption^ at the expense of 

the Oovemmenty of dirty and defaced paper cor- 
FUthy Lnore rency. It is daimed that the cost of remitting old 

and worn bills to the Washington treasury deters 
the majority of American banks from seeking to exchange old 
for new notes, and that the * • Clean Money Bill ** is the out- 
come of public clamour for greater freedom from the danger 
of contracting disease by reaeon of handling the dirty bills in 
daily use across the bo(rder. 
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The agitation for clean money is not confined to our 
neighbonrs. In a recent report of parliamentary proceedings, 
at Ottawa, the Minister of Finance, when explaining the item 
of expenses in connection with the issne and re- 
in Canada demption of Dominion notes stated that the in- 



crease therein was owing to the efforts of the Gov- 
ernment to improve the condition of the circulation. 

In the brief debate following the explanation of the 
Finance Minister, much of what was said was evidently not 
based upon knowledge or elose observation. Mr. Osier admit- 
ted that the condition of the Dominion notes now in circular 
tion showed some improvement, although they were still " not 
comparable for cleanliness " with tho^e issued by the United 
States Government. Mr. Clarke evinced a desire to ascertain 
if the Government was " doing anything to get the banks to 
make their circulation cleaner.'' The Minister of Finance, 
in reply to Mr. Clarke, expressed the hope that the chartered 
banks would be "influenced by the force of example'' set by his 
department, and make an effort to circulate only clean money. 

Pairliamentary censure of the chartered banks in connec- 
tion with their circulation of notes is not deserved, and, if 
Mr. Clarke had taken the trouble to interview some of the 
banks, before asking his question in Parliament, he would 
have ascertained that the banks are not to blame for the 
filthy condition of the occasional note wthdch ffJls into his 
hands. The majority of men and women, when distributing 
money in payment of purchases made, invariably select the 
soiled bill wherewith to settle, and the recipient being equally 
anxious to get rid of same the dirty note is thus kept in cir- 
culation. If the few members of Parliament who object to 
handling the notes of our chartered banks would produce evi- 
dence that the money complained of has been received from 
said banks, there might be reason for Mr. Clarke's request for 
Government intervention on behalf of clean money. The best 
proof of honest effort on the part of each chartered bank to 
provide the country with dean money is found in the records 
of circulation kept by the Canadian Bankers' Association. 
Examination of the monthly reports issued to the Government, 
and to the chartered banks, shows that, during the year 1903, 
the directors of Canadian banks presided at the destruction of 
no less . an amount than $16,522,281 in notes condemned as 
mnfit 'for further circulation. 
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In face of these figures, further comment is unnecessary. 
The public and not the banks are responsible for keeping 
dirty notes of our chartered banks in circulation in the Do- 
minion of Oanada. 



The discussion over branch banking continues to occupy 

a big share of attention in the United States, and the parties 

to the dispute as to the wisdom of adopting the Canadian 

system appear to entertain opinions as divergent 

^^ as the two extremities of the imaginary axis of 

^ the earth. 

We find in one number of a Chicago financial paper the 
following in support of the small local monetary institutions: 

"The aere of email banka js upon ub. In October flllty-aeven 
new nationals w«re orgranlzed with an aer?res:ate of but $2,500,000 In 
capltaL The total number of this amall banks under the |2S,000 
capital provision of the axst of 1900 Is 1,765. The increase has been in 
the West and South. There Is a schooH of finance which teaches that 
.all banking should} be done by big banks, banks big enough to ad- 
vertise in "the metropolitan, papers. Observation, however, shows 
that these smaU banks have the widest possible influence in building 
iQ> the newer towns In the West and South." 

In another and later number of the same journal the 
multiplication of small banks is said to be ^^ a weakness of the 
national banking system/* They are condemned because of 
their " decidedly limited resources/' and as being singularly 
liable at any time to '^incompetent or injudicious manage- 
ment." This critic of the vaunted 1765 small banks created 
under the $25,000 capital provision of the act of 1900 says : 

" In a generally prosperous oondltion of business, siKih as we 
have had since the Act of 1900 stimulated the organization of many 
smaU banks, there may be few failures or serious losses, under the 
-close supervision of the Comiptiroller's of flee; but let an adverse 
period set in and we are likely to see many of these institutions 
breaking down and causing trouble far beyond their own localities. 
Branches of solid city banks would serve their purpose much more 
•effeatively, cheaply and safely; but probably this will have to be 
taught by costly experience before the Idea wlU find faver. 

There are many opportunJItieB In and around Chicago for state 
branches. Many congested diatrlcts are entir^y without facilities 
and should be accommodated. One of our strongest state Instltu- 
tloDB has the matter under consideration, and before long we may 
see a chain of branches, departments or allied incorporations, which- 
ever form they may take, which will be a revelation.*' 

With one writer declaring that the age of small banks is 
upon them, and another financier, whose opinion is probably 
equally valuable, declaring that branches of solid city banks 
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would serve the people more effectively and eafely, our 
brethren to the South mufit he hard put to it to det^mine 
whose advice to accept. 



NotwithstendJng the outbreak of war in the East, those 
who claim to study the financial situation on both sides of the 
Atlantic seem to agree that there will be no financial diaturb- 

ancee beyond the borders of the countries engaged 
vi^ and ^ ^^ costly game of war. The rates for money 

in London and Paris are reported to be easy with 
no signa of advance in the immediate future, and the condi- 
tion of the money market in New York is aaid 'to be satis- 
factory. Business is not so brisk as it was twelve months a^o^ 
cmd there is consequently more surplus money available. 



A recent copy of the London Times contains a report of 
an application made by a gentleman to the magistrate at Bow 
Street for advice as to how a lodger (described in another 
paper as an elderly bank clerk) who captured, killed, 
cooked, and ate cats could be ejected from room& 
?*^* he occupied in the neighbourhood of Russell 
Square. The magistrate remarked that he saw no 
reaeon why any one should not eat cats, provided they were 
his own cats. However, the applicant for advice said he could 
not stand cooked cats in the house, especially when his lodger 
persisted in throwing the skins out of the window. Even- 
tually, on the recommendation of the magistrate, the landlord 
left to consult a solicitor. 

We do not know with whom to sympathize in this matter. 
That a gentleman should dine, not wisely but too well, off roast 
cat is, we frankly admit, not pleasing to think about, even if 
we are told that the possessor of the strange appetite is in the 
habit of soothing his troubled stomach with something hot 
at the close of the queer repast. 

At the same time we must say there is comfort to be 
found in the thought that every cat cooked and eaten in the 
neighbourhood of Russell Square, London, or elsewhere, adds 
to the chances of undisturbed slumber for the dwellers in the 
district where this epicure may make his lodging. 



Digitized by 



Google 



BDJTORIAL 189 

The fielection of articles of food may be merely a matter 
of choice or inclmatioii. Yet we venture to think that in 
banking lunch rooms cold^ or even hot^ cat will always be le- 
gaided as a luxury, a much cultivated taste. 



The final compilation of bank clearings for the year 1903 
shows Canada in a most favorable light. The aggregate of 
ninety-two clearing house cities in the United States reveals a 
decrease of 7.4 per cent, from 1902, which year 
?^^^ showed a decrease from 1901, the banner year in 
^"'^^ American bank clearings. The principal decline 
was at New York, which showed a decrease of 13.6 per cent, 
from 1902. 

In Canada, the total clearings of the ten clearing house 
cities showed an increase of 5.2 per cent. Nine cities in the 
United States sihow clearings in excess of the total for the 
Canadian metropolis: — New York, Chicago, Boston, Phila- 
delphia, St. Louis, Pittsburgh, San Francisco, Baltimore and 
Cincinnati. 



The vice-president of the Chicago Com Exchange Bank has, 
it appears, had tx) explain to eome inquisitive interviewers that 
his warning to young men in the eervice of the Exchange not 
to marry on less than $1,000 per year was not 
^^^^^ intended as a joke. He says that to attempt to 
take care of a wife and family with an annual in- 
come below the amoimt named is " nonsensical folly *' and that 
he would feel partly responsible for any misery which might 
follow his approval of such a course. 

To repress love, however, is difficult: — 

The more thou damm'st It up, the more it burxuB: 
The current that with gentle murmur glideBt 
Thou know'st, bein^r atopp'd, impatiently doth rage. 

To advocate or order compulsory celibacy has aroused 
bitter feeling in all ages of the world. Yet the vice-president 
of the Chicago Com Exchange, or any gentleman of mature 
age and experience, when warning young Celadon to wait for 
his Amelia until he is able to support her in comfort without 
reducing his own daily rations and raiment, is rendering the 
young lovers a lasting service. 
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While the record of clearings for New York has for 
some years paat exceeded that of London, the fallowing 
figures are nevertheless striking. Six yeare ago, the 
total amount passed through the New York Clear- 
Hew Yort * ing House for the first time proved to be lajtger 
'^ ^^ than the clearings of the English metropolis. But 
although London has not regained its supremacy, the stoident 
of figures may find something significant in the marked de- 
crease in the annual New York clearings since 1901, while the 
English figures for the same period have been gradually grow- 
ing, the total for last year being the highest recorded in the 
history of the London Clearing House. Our table will be 
found interesting: — 



Ybab. 


London. 


Nbw Yobk. 


1898. 


$40,486,000,000 


$41,971,000,000 


1899. 


45,751,000,000 


60,761,000,000 


1900. 


44,800,000,000 


52,634,000,000 


1901. 


47,805,000,000 


79,427,000,000 


1902. 


50,143,000,000 


76,328,000,000 


1903. 


50,599,000,000 


65,970,000,000 



The report issued by the Clearing House of England's 
capital would seem to render it unneoessary for the present 
genemtion to grow mournful at the thought of the possibility 
of any stranger sitting on the balustrade of Lond.on Bridge 
moralizing over the downfall of the British Empire. 



Some of the best of the United States newspapers are 
expressing unqualified approval of the measure introduced 
in the Senate at Washington, to increase salaries in the 

executive and legislative departments. The pro- 
Bzampie P^sals meeting with the most pronounced signs of 

favour, are those giving the president $76,000 
inetead of $50,000, and the members of his cabinet $16,000 
instead of $8,000 each. This Dominion also can well aflford to 
deal more liberally with those who occupy the leading posi- 
tions in the service of their country. Cabinet ministers and 
judges should be far removed from fijiancial worry. 
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According to an English paper, one of the many attempts to 
find an escape of gas with a lighted candle was lately made, we 
regret to admit, by a bank manager in a provincial town. He 
found the gas^ but lost his hair and eyebrows. 
^^ ^^'^u^^^ However, the gentleman in question cannot claim 
to possess greater curiosity or stupidity than that 
which characterized a Cincdnnati colored man who having 
found an old 20 pound shell of the kind ueed in the war whidi 
liberated his Southern brethren from slavery placed it in the 
fire to find out if it was loaded. It w)bs loaded. 

When the hollow sphere of iron burst into pieces, the man, 
who had sat down before the fire to await the result, went 
across the room and through the wall, fortunately head first, 
and the moose of his experiment aroused the neighbourhood and 
compelled the fire department to turn out. 

The Cincinnati colored man, like the gas-eeeking English 
banker, is not dead. After the explosion he claimed to know 
where there was another shell, but he seems to have betrayed 
a sad lack of interest in finding out whether it was loaded. 
Perhaps the English bank ofl5cial knows where there is another 
escape of gas, but we aone not told that he has gone in quest 
thereof with a naked light 

Both the white and the colored race can be relied upon for 
occasional contributions to the crop that never fails— children 
and fools. 



The general managers of not a few of the Canadian 
banks, have in the past objected to members of their staff 
becoming soldiers. There have been occasions when the 
call to arms for the preservation of internal peace 
Soimm " ^^^ ^^ reduced the working strength of the bank- 
ing rooms and counting houses, that it has created 
trouble and annoyance sufficient to make employers 
antagonistic towards military service. It is to be hoped the 
provision of the new militia bill, by which it is decreed that 
the permanent force shall in future be first used when the 
civil authorities require assistance, will remove from the 
minds of bank managers the last vestige of objection to their 
young officials volunteering for service in the militia. Drill, 
discipline and camp-life tends to improve the health, 
physique and appearance of our young men, and it cannot 
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surdy be denied that those members of the staff of a bank 
who occasionally serve their country as soldiers^ display the 
right spirit. Now that the performance of pdice duiy will 
be no longer required of them, our volunteer troopers and 
riflemen should be encouraged in their efforts to become 
soldiers who can, when the shrill daiion of war calls men 
from the desk to the field, both ride anid shoot. 



A letter from Mr. J. Gillespie Muir, of the Merchants' 
Bank of Caniaida, in this number of the Journal, records the 
failure of his indefatigaible efforts to accomplish something in 
Tbo Montreal the direction outlined by the memibers of the C.B.A. 
Bankers present at the annual meeting in ]N'ovember last. 
Dutitate It is a matter for sincere regret that the three 

hundred and fifty bank offidals who signified their intention to 
become members of the propoeed Montreal Institute of Bankers 
have been denied the benefits to be derived from the formation 
thereof because of the apathetic indiffetrence to the scheme dis- 
played by a few of the bank managers. 

However, Mr. Muir and his committee have not surren- 
dered to circumstances without a struggle. In retuiming the 
subscriptions received, the chairman of the committee, who 
deserves the thanks of all the Montreal bank derk^ has written 
to each supporter of the now abandoned project the following 
explanatory letter: — 

Monitreal, Sth April, 1904. 
The General Maaiag«r, 

Bajik of 

Bear Sir.— 

Proposed Banherg* InttUute. 

I 'begr to return berein the cheque for $ which you were grood 

enouirh to enclose In your letter of ulto*, and in doingr so I desire 

to express my sincere thanks for your prompt and generous response 
to the request of the oommittee for monetary assistance towards the 
formation otf a Bankers' Institute. 

It is with eztreane regret that the commtttee appointed to aastot 
m« in the formation of the proposed Inslttute, have to acknowledge 
th'at the apathy and IndifFerenoe of some of the banks render the 
success of the scheme outlined to you In my previous letters, im/- 
(pofiirifrle. 

Again thanking you for the great kindness and goodwill ex- 
pressed by your bank towards our enterprise. 

I resnaln, dear Sir, 

Yours faithfully, 

J. OILIiElSPIB MUIR. 

Ohsuirman. 
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Critics of the oonditioii, and the policy, of the Bank of 
England have been directing attention, in the London 
Bankers' Magazine, to its reserve fund, claiming that the 
same is inadequate. While the Bank of France, 
?"* the Bank of Germany, and the bank-s of the 

United States, have inicreased their reserves very 
lai:gely during the past quarter of a century, the " old lady 
of ThreadneedJe Streef is, to all intents and purposes, 
weaker than she was in 1876. Those who are suflBciently 
conscious of fallibility to be tolerant of all opinions may find 
excuses for these bold critics and their censure of the course 
pursued by the Governors of the great English bank in the fol- 
lowing facts: In 1876, the Bank of England held about $100,- 
000,000 reserve, and in 1903 it held $110,000,000. The coin 
and bullion in the Bank of France have increased, during the 
same period, from $425,000,000 to $700,000,000, of which 
$245,000,000 was in gold in 1876, and $480,000,000 in gold 
in 1903. The Bank of Germany has increased its reserve 
from $120,000,000 to $236,000,000, and the New York 
associated banks from $60,000,000 to $216,000,000. 

That Canadian chartered banks are not insensible to the 
importance of maintaining strength sufficient for sudden 
emergencies, is exhibited by the improvement in their hold- 
ings of liquid assets during the past twelve months. 



Canadian bankers, when visiting the exhibition at St. 
Louis, will be interested in seeing the contribution of the 
Bank of New York, N.B.A. A collection of rare and 
valuable documents forming part of the history 
l^^^Mt" ^^ ^^^ ^^ ^^^ oldest banking institutions in 
America will be something unique, and ought to 
attract a lot of attention from bank officials. 

The collection sent to St. Louis is said to include the 
Bank of New York's old 1784 ledger, showing Aaron Burr's 
account; a water-color picture of the old banking building in 
its present location in 1797, certificate of stock dated May 
31, 1792, fac-simile checks of Aaron Burr, Gulian Verplanck 
and Marquis de Talleyrand, besides old cheques of Samuel 
Deloplaine, Captain Thomas Smith, Isaac Bronner and a 
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U. S. Treasury draft on the Bank of New York signed by 
Alexander Hamilton^ dated September 13^ 1789. 

A collection of extremely interesting old documents could 
be obtained from Montreal. In the possession of the Phoenix 
Insurance Company, in that cdty, is the following curious bill 
of lading: — 

Shipped by the Orace of €k>d. in jrood order and well conditi<m«i, 
by IngliB, Sniice & Co., in and uipoa the Eood shtp called the 
"Everetta" whereof is maBter, under God, for xJiie present voyagre, 
Alexander Pattenon, and now rldin^r at anchor in the River Thames, 
and by God'a Grace 'bound for Quebec and Montreal wiith convoy. 

N. No. 1-17. Seventeen Cases containin^r Omaniental 6tone Work 
for a pillar to i>e erected at Montreal to the memory of the Im- 
mortal Nelson bein^r marked and num>bered as dn the margrin, and 
aire to be delivered in tihe like good order and well condittoned at 
the aforesaid poirt of Montreal (the Act of €rod, the Kind's BnemleB, 
^Ipe, and all and every other Dangers and Accidents of the Seas, 
Rivers, and Navigation of whatever nature and Wnd soever excepted) 
unto Messrs Forsyth, Richardson & Co., or to their Afislgns. Freight 
for the said grcods being paid here. Wkth Primage and average 
accustomed. In witness whereof the Master or Purser of the 
indd sftidp hath affirmed to Three Bills of LAndinigr all of this Tenor 
and Date; the one of which Three Bills bedn^ accomplished, the 
other two to stand void. And so God send the good ship to her 
desired port in safety. Amen. 

Dated in Xiondon, 20th March. 1808. 

Contents unknown to Alex'r Patterson. 

The pillar erected at Montreal " to the memory of the im- 
mortal Nelson/' is still standing in BoDseconrs Market, in that 
city, and cannot well be removed to St. Louis. But a picture 
thereof and the original bill of lading would possess historical 
interest for the British bom. 



Although it may be almost impossible to deceive the 
trained bank teller with spurious silver, there can be no harm 
in warning our readers against the counterfeit half dollars, 

with which New York is said to be flooded. In 
?J°^®'" size, weight and appearance, they are admitted to 

so closely resemble the genuine money, that it is 
diflBcult to detect the difference. The marked variation from 
the genuine American half dollar, with which coin Canadians 
are much too familiar, is said to be some roughness in the work 
surrounding the head, which can be ascertained by rubbing 
the coin between the finger and thumb. A general caution 
to the public, if posted in the branch banks in the Northwest, 
would be a safeguard. 
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A leadang Chicago banker, Mr. James B. Forgan, upon his 

return to that city a week ago, from an extended trip in the 

Eaatem States is thus reported, in an interview published in a 

financial paper: — " Business is quiet and the situa- 

*"*"*" tion dull ^' with spring business coming on, 

fhe soafh ^^^^^ ^ ^.j^^j^ to be a little improvement/' The 

sfione gentleman remarked that he had never seen New York 
so dull. 

Altogether the signs in the South may well be noted by 
our own people. ^ 



Interesting as bankers may find the exhibition of old 
books loaned by the Bank of New York for the St. Louis Fair, 
the addition to the American collection of the old cheques 
and ledgers belonging to Coutts' famous private 
Coatta' Bank bank, now about to move into new quarters on the 
Strand, would add greatly to the attractive display 
of autographs of celebrated men. Members of the British 
royal family have transacted business with Coutts' bank since 
the reign of Qeorge the Second, and among the many notabil- 
ities who have had accounts with the bank we find Nelson, 
Wellington, Pitt, Dickens, Scott, Macaulay, and a multitude of 
lesser lights in arms, art, industry and science. 



The Bankers' World's Fair National Bank! Suich is to 
be the name of an institution chartered by the United States 
government for a brief business career within the grounds of 
Our Enter. ^he St. Louis Exhibition. Some idea of this enter- 
priBiiig prise may be gleaned from the following account of 

Keigiiboiin the purpose of thds bank's founders, published in 
The Chicago Banker: 

To fcusiUtate th« handling of largie suma of money during the 
exposition period seventeen of th« largest banks and trust companies 
of et Louis have oi^anized th« Bankers' World's Fair National, 
chartered by the federal government and capitalized at $200,000. 

The apeoiflc puri>ose of the bank is to have a convenient depository 
for the government funds, the gate receipts of the World's Fair 
and the concessionaires, and for all those who wish to deposit thedr 
money for safe keeping. The bank will cease to exist with the 
close of the exposition^ 

The stock In the bank Is divided pro rata among 'the seventeen 
banks and trust companies, comprising the largest financial instl- 
tutiosu in fit Louis, that have Joined In organizing U. The Insti- 
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tation will ibe under the general mipervislon of a board of direotors, 
each bank and trust company beln^r repreeented by one of Its 
oflloers or ddrectors. 

The bank will be a depository only. No loans will be made. 
The money deposited will he distri^Hited pro rata. 

As a convenience for the general pu/blic, the World's Fair and 
the concesffionajres, the bank will be kept open untdl midnd^rht Th« 
clerical force will work in two shifts, part of the force havlnir 
■leepinfiT quarters on the second floor of the bank ibuilding', which 
will be located dn the closure near the main entrance, the structure 
facing the Cascades. 

In connectiooi with the bank there will be a safe deposit company, 
organised under the laws of Missouri and capitalized at 1100,000. 
This company will have the saane board of ddrectors as the bank, 
but will be under a different organisation. It will have a large 
fireproof vault and 2,600 deposit boxes and will be open day and 
ni^rht. 

The idea is not new with our neighboure, as a similar 
scheme was organized diiring the exhibition at Chicago. 



A costly game ! — not to speak of its consequences. 

— Ruskim 

The reduction of its dividend by the Bank of England 
has not excited much remark in financial circles because of 
iSie remarkable fall in the value of Britofih government secur- 
ities. It is generally admitted that the enorm- 
TheCostof ^^g expenditure of money during the prosecution 
^" of the war in South Africa is .largely responsible 

for the depression in the London money market, and the pre- 
sent ^low price of Consols. 

The restless feeling now prevailing in business and finan- 
cial cdrcles on both sides of the Atlantic is the aftermath of 
the struggle in South Africa, and the prospect of the present 
war between Russia and Japan being of long duration. 

Industrial ^depression almost invariably follows war, and 
witli the tmde and commerce of the far Bast disturbed, and 
uneasiness prevailing in every capital of Europe, the outlook 
calls for the utmost prudence on the part of those who control 
the monetary situation. 

War is, indeed, " a costly game." Yet the large majority 
of those who live beyond the actual radius of the scene of 
combat paas the dull season excitedly perusing the truthless 
telegnams containing vivid if unveracious news from the battle 
field, oblivious to the inevitable consequences of the waste of 
life and treasure. 
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The curious advertisementfi occasionally inserted in coun- 
try papers by branch managers of Canadian chartered banks> 
whose desire to secure deposits dometimes deadens their sense 
of banking propriety, add interest to a bill which 
^^21^"* ifi reported to have recently passed th^ Iowa House 
of Bepresentatives. The Govemoir of the State 
having strongly advocated compulsory payment of interest on 
State funds held by banks, the bill ia question was made law 
by a vote of 61 to 16, and the State Executive Council has been 
asked to fix the rate of interest to be paid by the banks. 

When will legislation be required in Canada to compel our 
banks to pay interest on deposits lodged with them by a pro- 
vince or a municipality? The competition for deposits oanniot 
be very keen among the banks of Iowa. 



American bankers are being interviewed regarding a bill 
by which it is proposed to legali^ loans by national banks on 
real estate security. It is needless to say that American bank 

ofSfdals are almost unanimous in wholesale con- 
J^l^"^ deonnatian of the scheme as one that would mean 

widespread disaster to the banks and ultimate 
ruin to the general business interests of the country. A 
Chicago banker says that, if the bill is ev«en passed, the 
privilege of advancing on real estate should be " nestricted to 
the national banks in small towns surrounded by farming 
districts." 

Surely the Congress of the United States can be relied 
upon to protect the banking system of a great country against 
the passage of such a dangerous bill. 



The members of the Canadian Bankers' Association who 
have so frequently, even if vainly, urged their colleagues to 
protect the minor profits of the institutions they control, 
will heartily endorse, even if they lack the cour- 
^r*T^ age to follow, the action of the banks of Green- 
^^ field, Mass., who are said to contemplate charging 

a fee to keepers of cunrent accounts whose balances are not 
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a source of any profit to their bankers. A eommittee has been 
appointed to determine the cost of the iixme and stationery 
given to cnfitomers of the dass referred to. 

Canadian banks are not free from customers whose accounts 
are not only unprofitable, but are cordially condemned by all 
observant ledger-keepers. 

J. T. P. K. 



NEW BOOKS. 



A book has recently been publdfihed on a subject of con- 
siderable interest to the business community and more par- 
ticularly to bankers. The author is Mr. W. E. P. Parker, 
of the Toronto Bar, and his subject is ^^ Frauds on creditors, 
and Assignments '\ The work is a somewhat extended treat- 
ise, and in it, a large number of the Canadian cases beairing 
upon the subject, (with the exception of tiiese decided in the 
Province of Quebec) and in addition the important and leading 
English cases are fully cited and discussed. Nor has the 
autihor confined himself to th^e fields of judicial decision, but 
also refers to a nimiber of leading American cases and dis- 
cusses their application to and bearing on the provisions of 
the Statutes of the several Provinces of Camada. Mr. Parker's 
work deals more fully and completely with the subjects named 
than any previous work produced by a Canadian author— cer- 
tainly in recent years, and will undoubtedly prove a most 
valuable and serviceable adjunct to the library, not only of 
the judge and the lawyer, but also of the banker. The book 
has undoubtedly entailed an enormous amount of work and its 
general arrangement, including index, citation of cases, type 
and references, is most complete and accurate. The author, 
by incorporating the Statutes of the various Provinces of 
Canada relating to Fradulent Preferences and Assignments^ 
has made a most useful edition to a very complete work. 
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THE HISTORY OF CANADIAN CURRENCY, BANKING 
AND EXCHANGE. 



THE CBI8IS OF 1857-58. 

A S usual, considerable light upon the practical tendencies 
^ of banking in. Ceoiada is to be derived from a study of 
contemporary banking practices in the adjoining states of th« 
American Union. The course of speculation, like that of 
empire, has always had a westward trend. While the eastern 
states were gradually settling down ito somietihing like a stable 
and conservative system of banking, the newer states of the 
middle west, from the great lakes to the Gulf of Mexico, were 
the happy hunting ground of the advocates and practitioners 
of all manner of wild-eyed finance. The eastern banker, oper- 
ating in the midst of a penmanent business qommumty ^having 
much ready wealth and many vested interests at stake, was a 
cautious, critical and conservative financier. He responded 
readily enough to the sight of good, reliable securities, but 
was atoieaUy indifferent to vague visions of wealth from wholly 
untried enterprises. The western banker, on the other hand, 
belonged to quite a different type. He was apt to be a vision- 
ary enthusiast, who saw in paper money a magic and beneficent 
power, under wihose adiroitly wrought spell nature could be 
forced fbo yield her hidden riches. He might, on the other 
hand, be a hard and often not over scrupulous speculator, who 



Chief sources:— 

Journals of the Legislative Assembly, and of the LegrislaUye 

Council of the Province of Canada, with Sessional Papers. 

1857-59. 
The Provincial Statutes of Canada, 1857-59. 
Copies of various bills as presented to the Lfefflslature, 1857-59. 
A History of Banking in the United States. By John Jay Knox, 

Nev/ York, 1900. 
Hunt'B MerekanW MagiuniM ofid CwnmercM Review, New York, 

1864-59. 
The Canadian MerchafU9* Magazine and Oommeroial Review, Volsi 

I-V. TVxPonto. 1857-59. 
The Qlohe, Toronto, 1866-59. 
The Leader, Toronto, 1858-69, 
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saw in the paper issues of a bank tiie means of rapidly acquir- 
ing hches, fiince they afforded the ready means of taking 
advantage of the rapid rise in values which oharaoterized the 
free swing of a frontier boom. Thus the issue of paper money 
at once facilitated the business of exchange, stimulated the 
speculative spirit, and enabled those who controlled it to reap 
large profits. 

The speculative profits, however, were largely in paper 
money, bank credits, or inflated real estate. When, therefore, 
the period of over confidence had run its couiree, there was a 
double collapse; a ooUapse in ihe value of all kinds of p]:H>perty^ 
and a collapee among the banks whose airy credits had fed the 
inflation. 

In many western districts it was a question much in doubt, 
as to whether, eiter the coUapse of a speculative boom, the 
people left with the real estate on their hands were or weare 
not worse off than those who held the money or other bank 
credits for which it had been sold. On the whole, in the newer 
states, it would appear that there was often little to chtxwe 
between these alternatives, so that when the bubble of specula- 
tion had buret the people of a western community were apt to 
find themselves occupying much the same relative positions as 
before. At the same time not all the advances were lost, for 
the undoubted stimulus which hope and confidence gave to 
activity and enterprise, caused a rapid development of the 
natural resources of the country. Thus, most of the actual work 
done in the development of the new regions remained to the 
good and furnished a basis for a more normal expansion 
later on. 

As a result of the numerous failures of the state banks 
there naturally arose much discussion as to the best system of 
banking, and the newer states sought to reproduce those 
features which had proved the most stable and successful in 
the older communities. On this principle the free banking 
system of New York State found several disciples in the west. 
Among the imitators was Michigan, yet, even in the west, 
Michigan was notorious for the crookedness and instability of 
its banking institutions. Neither did the copying of ©astern 
systems* save the banks of Illinois, Indiana, or Wisconsin from 
an evil reputation in the financial world. Indeed the varied 
experiences of the different states of the Union proved beyond 
the slightest doubt that the particular system of banking 
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adopted by any cammunity does little towards insuring the 
security of its banking practice. Without denying the relative 
eflSciency of different systems, security obviously depends 
mainly upon the honesty and prudence with which a system is 
worked. Further, in earlier American experience it may safely 
be said that lack of prudence proved much more disastrous 
than lack of honesty. 

In western Canada during the fifties, the speculative 
forces operating so strongly in the United States found a ready 
echo waith all th<e sequences both good eoid bad. 

Another aspect of the American system, which, as already 
noted, had long had its effect upon Canadian banking, was the 
prevalent attitude towards note cir<5ulation. It was the great 
object of every banker to get the maximum quantity of notes 
into circulation and to keep them afloat as long as possible. 
In granting discounts and issuing notes, therefore, the banker 
sought to place his notes where they were least likely to come 
back upon him in inconvenient numbers, and this was more 
particularly the case when symptoms of stringency appeared 
in the money or exchange market. 

In communities where very few people had idle or surplus 
capital to deposit in banks, the banks of necessity operated 
almost entirely on their own capital and the issues of paper 
money. Hence, while the banks were willing enough to re- 
ceive their own notes, or preferably the notes of other solvent 
banks, in payment of obligations to them, they were very 
anxious to avoid being called upon for the redemption of their 
notes in specie. Many were the devices resorted to in order 
to render it as difficult as possible to return notes for redemp- 
tion. A favourite method at this time, especially among new 
and speculative banks, was the placing of the head office m 
some small town as remote as might be from the chief channels 
of trade. Ultimately this led to the issue of the notes in some 
distant state, care being taken not to circulate many of them 
in the immediate vicinity of the place of issue and redemption. 
Thus, even in those days, the state of New Jersey rose to fame 
as the home of many chartered banks whose issues were in- 
tended almost entirely for circulation in such states as Ohio, 
Illinois and Wisconsin. 

We have seen that during the period of bank suspensiom 
in 1837-38, numerous so-called private banks sought to make 
Canada their head quarters, though the notes which they issued 
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were intended for circulation in the United. States. In the 
period with which we have now to deal, more elaborate at- 
tempts were made to find in Canada a safe shelter for Ameri- 
can speculative note iBSues. For years the leading banks had 
ehown a majked anxiety to ahare in the supply of a circulating 
medium for the neighbouring states. Their previous record for 
stability had greatly favoured the Canadian banks in extend- 
ing the range of their note circulation, yet they were none the 
less indignant when in times of stringency their notes were 
returned for redemption. 

In surveying the situation on both sides of the interna- 
tional boundary, just before the crisis of 1857-58, we observe 
that practically all of the forces which were at work in the 
adjoining American states were more or less operative in 
Canada as well. The rapid multiplication of banks, the specu- 
lative use of their accommodation in connection with railroads 
and real estate, the devices adopted to maintain the notes in 
circulation, and many minor chaiucteristios were all recogniz- 
able in Canada, though in much less extravagant forms than 
in some of the western states. As in the United States, how- 
ever, the Canadian west was much more speculative and reck- 
less than the Canadian east. 

One of the last remonstrances directed by the Lords Com- 
missioners of the British Treasiuy against the Canadian bank- 
ing policy, was connected with the new consolidated acts relat- 
ing to the Bank of Montreal, the Commercial Bank, the Bank 
of Upper Canada, and the acts incorporating the varioiK new 
banks of 1856. It was pointed out by Mr. Hincks' old anta- 
gonist. Sir C. E. Trevelyan of the Treasury Department, that 
while one clause of the bank charters sought to confime the 
banks to the legitimate objects of banking and to prevent them 
from holding real estate or merchandise, yet the object of this 
clause was likely to be very largely defeated by the permission 
given to receive the pledge of suich property as collateral 
security, and to take and hold it indefinitely should it be for- 
feited. • The eflfect of this would be to make it quite possible 
for the banks to grant loans virtually upon the strength of real 
estate, or merchandise. Their Lordships suggest, therefore, 
that any lands or other property coming into the hands of a 
bank, through its being taken as collateral security, should be 
disposed of within a limited time. Replying to this com- 
munication, on March 12th, 1857, Mr. Cayley expressed his 
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absolute canMence that the dause in the bank ohartere for- 
bidding the banks to grant loans on th^ security of goods or 
real estate was absolutely eflEective. Further, owing to the 
peouliairities of the Canadian real estate market, it would be 
quite inexpedient to force the banks to dispose, within a speci- 
fied time, of any property which might come into their hands 
as forfeited security. Yet while Mr. Oayley was thus strongly 
expressing his confidence in the efficiency of the bank acts, 
several of the most prominent banks were heavily involved on 
tihe security of land speculatious, as was abimdantly revealed 
when the crisis was reached, in the latter part of the same year. 

With the granting of every new bank charter Mr. Cayley 
and his associates became ever more careless, both as to the 
number of charters granted, the persons to whom they were 
granted, and the use which might be made of them. ThuB 
very sound and very worthless institutions received equal con- 
sideration at the hands of the G-overnment. 

In 1857 the Ontario Bank received its charter. It was 
popularly known as the Bowmanville bank, as it was in that 
town that it had its birth and for some time its head office. 
The moving spirit in its establishment, and its first president, 
was the Hon. John Simpson, who was also connected with the 
Bank of Montreal. The capital of the bank was £250,000, 
£25,000 of which was to be paid in before the bank might 
begin business, and the whole of the capital was to be paid up 
within five years. The charter contained the usual conditions 
of the period. The bank camic into existence as a strong, 
well-managed and conservative institution. Its first board of 
directors consisted of Hon. J. Simpson, A. Simpson, J. Burk, 
J as. Dryden, Thos. N. Gibbs, W. Mcintosh and Jas. Miann. 

An institution of quite another stamp was the Inter- 
national Bank of Canada, which also received a charter during 
1857. This was granted on the petition of Wm. Fitch and 
others who were anxious to establish a bank in the village of 
Cayug** in the county of Haldimand. Its au/thorized capital 
was £260,000, of which £50,000 was to be subscribed and 
£25,000 paid in before the bank began business. Three yean 
might then elapse before another £25,000 was paid in. Other- 
wise its charter was of the usttal type. The small amount of 
paid-up capital required in the case of banks whose head 
offices were established in country villages, was justified on 
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the ground ttiat a smaller amount of accommodation would be 
required in those districts. However, there was no guarantee 
that the notes of such banks were intended to serve only the 
needs of the districts in which their headquarters were placed. 
On the contrary, as already noted, the immediate neighbour- 
hood of a certain class of banks was the one district in which 
it was not desired that the notes should circulate. 

The following session the International Bank of Canada 
obtained an amendment to its charter, giving it four yeans in 
which to pay in the second £25,000 and permitting it to change 
its chief place of business from Cayuga to Toronto, or any 
other place which the corporation might chooee. This, how- 
ever, would not prevent the issue of meet of its notes at Cayuga, 
for, by a clause in the act of inoofrponition, notes were to be 
presented for redemption at the place of original issue, as 
stamped upon them. The Colonial Bank had been permitted 
to go into operaition in Toronto on a paid-up capd:tal of £25,000. 
But this was the first instance in which so amall a capital 
basis had been admitted in the case of a city bank. By a 
second amendment to its charter the Colonial Bank obtained 
the liberty to change its head office from Toronto to Montreal, 
if thought desirable. Thus both the Colonial and International 
banks obtained a sort of roving commission for their head 
offices. Their subsequent careers lent much colour to the 
suspicion that they were simply practising a well-known Ameri- 
can device in order to secure the maximum of note circulation 
with the minimum of note redemption. However, their 
charters were as freely granted as those of any other banks, 
and as freely amended to suit their convenience. 

Another bank charter passed during the session of 1857, 
was that of the Brantford Bank. For some reason not quite 
obvious, this institution had been denied the common boon 
during the two previous yeais. Its capital and general con- 
ditions were practically the same as those of the Colonial and 
International banks. 

As if to prove his confidence in the unlimited capacity 
of the country to find capital for new bankB, and to furnish 
them with business, Mr. Cayley, the Minister of Finance, 
assisted by some of his colleagues and others, proceeded to 
establish a new bank for themselves. This was the Bank of 
Canada, whioh received its charter during the session of 1858. 
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Its leading promoters were Hon. Wm. Cayley, Hon. J. C. 
Morrison, Angus Moniaon, Hon. John Boss, Wm. H. Boulton 
and Frederick Cumberland, all of the city of Toronto, where 
the bank was to have its head offioe. The capital of the bank, 
as stated in the newly adopted monetary standard, was to be 
$3,000,000, in ehaxes of $50 each. Tbe sum of $260,000 was 
to be paid in before beginning business, and another $250,000 
within eighteen months thereafter. Otherwise the act of 
incorporation was of the usual nature. 

On petitions from the county of Oompton, the town 
council of Sherbrooke, and yarious parties in the Eaatem 
Townships, the charter of the Eastern Townships Bank was 
amended during the session of 1858. Its capital was reduced 
to £100,000, or $400,000, and the bank allowed to commence 
business after $200,000 had been subscribed and $100,000 paid 
in. During the same session the Zimmerman Bank charter 
was amended, its name being changed to The Bank of Clifton, 
and its notes, whether issued at the head office or not, to be 
payable only at the place at which they were dated. 

Though the general features of all the bank charters 
passed during the fifties were much the same, yet, bs was 
pointed out by a writer in the Upper Canada Law Journal, 
there were several important differences. In the matter of 
the liability of the shareholders there wos considerable variety 
in the wording of the different charters. Thus in some 
charters the shareholders were made liable for double the 
amount of the capital subscribed, whereas in others they were 
liable for only double the amount of capital paid in. The 
writer comments upon the laxity with which the chari^era 
were drawn up, and anticipates possible trouble in fntuare 
from the lack of uniformity. 

The increase id the banking capital of Canada between 
1850 and 1856, was not in itself out of proportion to the busi- 
ness of the country. Indeed an increase in iona fide bank 
capital was greatly needed. It was constantly asserted by the 
financial and commercial interests of the country that British 
capital was prevented from seeking investment in Canadian 
banks owing to the restrictions of the usury laws. 

The function of banking capital in the business of 
Canada in those days was not at all what it is to-day. In the 
first place, as indicated in another connection, exchanges were 
effected and payments made much more completely through 
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bank notes than afterwards. At present a very large propor- 
tion of the business payments of the cormtry are made 
through the mechanism of the cheque and clearing system 
which reduces the greater part of the work of exchange to 
the simpler elements of book-keeping. Another consequence 
of the modem system is, that the discount and deposit opera- 
tions of the banks oflfeet each other to a very large extent. 
But during the expansion of the fifties discounting by the 
banks meant, very largely, the placing of their capital and 
notes at the disposal of their customers. The banks were 
thus left with little in the way of reserve securities. In the 
absence of sufficient fluid capital, and with a pressing demand 
for accommodation, there was a strong temptation to strain 
the note issuing privileges of the banks to their utmost. 

Even where the note issuing power was very liberally 
employed, if it had been in the actual service of exchanging 
goods for goods, in other words in facilitating legitimate pro- 
duction and consumption within the country and the normal 
exports and imports, there could be little danger of any col- 
lapse. Money not being called for beyond the actual busi- 
ness needs of the time, neither the interest nor the necessity 
of anyone would lead to a call upon the banks for specie. 
But, with a large speculative element in the business of the 
country and a liberal discounting of the future, which, how- 
ever, made no returns for the present, the situation of the 
banks was of quite anotlier character. Again^ there was as yet 
little or no sense of common interest among the banks, which 
might enable them, by mutual assistance, to minimize the 
effects of a crisis and at least prevent panic. Under the 
existing circumstances, with a system of exchange mechanism 
which involved sailing very closely to the wind, there was 
naturally a constant nervousness exhibited by the banks and 
a mutual suspicion of one another, which inevitably tended 
to increase financial stringency whenever the exchange 
weather-glass indicated squalls. Almost all of their means 
being employed in discounting, when danger threatened the 
banks were forced to greatly curtail their discounts and call 
in outstanding loans in order to protect their extensive note 
issues. But, in a country containing few men of independent 
means, the merchants and others whom the banks had 
accommodated were just at such times least able, without 
serious sacrifices, to procure the means of making payments. 



Digitized by 



Googk 



THB HISTORY OF CANADIAN CURRENCY 207 

In reality, therefore, the banks often propagated the distress 
which they were seeking to avoid. The condition of the 
banks in 1850 and 1856 will illustrate the general position: — 

Notes in 

Capirtal. Codik OtrculaJtlon. DepoBits. Ixmuub. 

1850. 12.775.880 $384,111 $1,309,932 $1,524,267 $4,374,898 

186S. $4,804,768 $886,410 $4,199,211 $2,803,238 $9,611,315 

I I 

Here it will be observed, in the first place, that when we 
deduct one-tenth of the bank capital, which was required to be 
invested in public securities and which was only available in 
the extremity of bankruptcy, also the small amount of coin 
kept on hand, and not all of which was legal tender, the 
remainder of the capital, notes and deposits were disposed of 
in the shape of current loans, to the extent of eight-ninths 
in 1850, and twelve-thirteenths in 1856. Obviously, there- 
fore, the banks must depend almost entirely upon the with- 
drawal of their accommodation to the public, in strengthen- 
ing their position. We notice also how largely the note cir- 
culation bulks in the working capital of the banks, and how 
greatly it was increased during the period from 1850 to 1856. 

While, therefore, the banks had done their utmost to meet 
the demands for accommodation, yet, as little margin was 
left upon which to come and go, both the banks and the 
country were in a difficult position to meet a crisis. If to this 
we add the fact that much of the money advanced by the 
banks, especially in western portions of Canada, was employed 
in speculative ventures, we recognize the preparation made 
for the crisis of 1857-58. 

Another essential feature of the situation was the fact 
that the retail merchants of Canada were still in the habit 
of granting to the farmers long credits of from one to two 
y^ars, yet few farmers were any longer in such straitened 
circumstances as to require this indulgence. Prom very long 
usage, however, the farmers had come to regard this concession 
as a sort of natural right. Thus many of them, during the 
prosperous years of the fifties, instead of paying up their 
obligations to the merchants, allowed them to run unpaid for 
the maximum period, while they let out their money on 
interest, or, under the infiuence of the speculative fever in 
real estate, undertook to buy more land. The retailers, with 
increasing business, were forced to seek accommodation from 
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the banks, to be frequently renewed, and to stipulate for con- 
siderable indulgence from the wholesale dealers, who, in turn, 
sought increasing assistance from the banks. In the long 
run all this meant that the farmers paid much more for their 
goods than would have been required had they met their pay- 
ments promptly. It also meant that both manufacturers and 
middle men were unable to realize rapidly upon their out- 
standing credits, and therefore suffered greatly and com- 
plained bitterly when crowded by the banks. 

Sealizing to a certain extent the difficulties of the banks, 
while themselves suffering for want of accommodation, many 
merchants and others were tempted to look with favour upon 
specious schemes for a more liberal supply of currency, un- 
affected by the periodic need to starve business in order to 
strengthen reserves. One of the most popular and most 
persistent of these schemes at this time, was that advocated 
by Mr. afterwards the Hon. Isaac Buchanan, of Hamilton. It 
was to the effect that the Government should issue an irre- 
deemable paper currency, to be accepted, however, for all 
public dues. This was intended to be used entirely for the 
convenience of domestic trade. Very naturally it was 
associated with a policy of protection against foreign imports^ 
for indeed nothing could be more admirably calculated to 
discourage the sale of foreign goods than the necessity, failing 
some form of barter, to accept for them an irredeemable 
currency. This plan, which under various minor modifications 
long found numerous adherents among the Canadian people, 
was known in later days as *'the rag baby*^ currency policy. 

The estimation in which the better known Canadian bank 
stocks were held as a form of investment before the period of 
the crisis, is indicated by the range of the prices of such stocks 
during 1856-66, During these years Bank of Montreal stock 
ranged from 11 to 20 per cent, premium; Commercial Bank 
from 10 to 144 per cent, premium; City Bank and Banque 
du Peuple about par, and Bonk of Upper Canada from 2 per 
cent, premium to 4 per oeait. discount. Incidentally we observe 
that, notwithstanding the bold front BtUl carried by the Bank 
of Upper Canada, its real position of growing weakness was 
reflected in the price of its ebock. 

The various banks still declined to accept their own notes 
at par where exchanges between the points of issue and of 
presentation were adverse. The rate of exchange was usually 
against Western Canada, as it had always been. While the 
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notes iseued by the various bneuiches of th« Bank oif Montreal 
or of the Bank of British North America in Eastern Canada, 
were accepted at par at ail the branches of those banks in 
Western Canada, yet the issues of the branches in Western 
Canada were at a uniform discount of one-quarter per cent, 
in Eastern Canada. Similarly the issues of even the head 
offices of the Bank of Upper Canada and the Commercial 
Bank, were at a discount of one-quarter per cent, at their 
brancbefi in Eastern Oan&da. Further, the issues of the 
branches of the Bank of British North America in the lower 
provinces, as at Halifax and St. John, were at a discount of 
five per cent, at the branches of the same bank in both 
Eastern and Western Canada. 

We have noted the general conditions in the United 
States and Canada which had prepared the way for a severe 
fintjnciAl ciifiis, should any serious reaction take place in the 
general prosperity of those countries. As far as Canada and 
the adjoining American siteites were concerned^ the immediate 
occasion of the depression arose in Britain. The extensive 
reaction there, which followed the close of the Crimean war, 
caused at once a fall in the demand and price for grain and 
other trans-Atlantic produce, and a great falling oflE in the 
stream of British capital which for some years had been flow- 
ing into the larger enterprises of Canada and the northern 
states. The conjunction of a tight money market, a poor 
harvest, and a fdl in the price of grain, naturally paralyzed 
speculation in land and led to a strong reaction in that im- 
portant field. By the middle of 1857, and before the actual 
crisis occurred, land values had fallen twenty-five per cent, and 
the anxiety to sell was rapidly increasing with corresponding 
decline in the zeal to buy. 

The leading Canadian banks in their annual statements 
in the spring of 1857 sounded notes of warning and themselves 
prepared to meet trouble by severely restricting their opera- 
tions. This led to a prolonged fusillade of criticism on the 
part of the merchants and others, on whom the pressure ultim- 
ately fell. They were ground, as one of them complained, 
between the upper mill-stone of bank restriction and the nether 
mill-stone of slackening markets and paralyzed collection. 

The uncertainty of the financial situation was greatly ag- 
gravated, during August, by the discovery of several frauds 
and defalcations in connection with some of the Canadian 
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banks. Those which created most excitement throughout the 
country were the frauds connected with the government agency 
of the Bank of Upper Canada at Toronto, and the embezzle- 
ments of the agent of the Gore Bank at London, who was also 
treasnipeir of the county and misappropriBited aome of its funds 
afi well. In each case several persons were involved, the funds 
having been employed in the prevailing land speculations. 
Another incident of tihe land boom vms the revelation of 
serious defalcations and irregularities in the Crown Lands De- 
partment. These revelations and others of a minor nature 
afforded painful evidence to the public of the effects of the 
growing tendency to make haate to be rich engendered, by 
Canada's first great speculative era. 

Early in September the criais had reached the panic stage 
in the United States, and wa^ marked by the wholesale suspen- 
sion of specie payments. In Canada the crisis was not so acute 
and was marked chiefly by the bankruptcy of a good many 
private individuals, especially in the wedtern part of the coun- 
try. The Canadian banks, on the other hand, by their rigid 
methods of restriction managed to save themselves, for a time 
at least, and avoided suspension. That their policy was ultim- 
ately for the benefit of the country, and hence of the banks 
themselves, is more than doubtful. The effects were soon 
revealed on a considerable scale in connection with the annual 
moving of the crops. Owing to the banks refusing to afford 
accommodation which involved any considerable issue of notes, 
the produce merchants, whose trad.e required the command of 
large sums in bank notes, found themselves deprived of the 
customary means of doing business. The result was that 
during the autumn of 1857 the usual movement of the crops 
could not and did not take place. The farmers could not meet 
their obligations to the retail merchants, and these could not 
pay the wholesalers, importers and manufacturers. Thus the 
policy pursued by the banks resulted in largely paralyzing the 
trade of the country and preventing the normal processes which 
alone could make for recovery. It was akin to the practice of 
keeping a bankrupt in prison till he had paid his debts, in- 
stead of keeping a check on him while he was incurring them. 

Without saying anything in defence of the speculative 
boom which preceded the crisis in the United States and 
Canada, yet, once it had been precipitated, it must be admit- 
ted that the temporary suspension of specie payments in the 
United States was the lesser of the altemiaitive evils which 
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confronted the banks. It at least permitted the continuance 
of the legitimate trade of the country, and thus facilitated 
the earliest possible recovery of normal trade conditions, and 
the early resumption of specie payment by the sound banks, 
without an abnormal restriction of their discounts. During 
this same period of crisis the charter of the Bank of England 
was suspended for a time to prevent a worse fate, not for the 
bank, but for the country. As a matter of fact though the 
crisis was much more severe in the adjoining states than in 
Canada, and the bank suspension quite general, even in New 
York State, yet the recovery was much more rapid than here, 
and the ultimate loss to the country much less. At the same 
time the more speculative banking institutions of the newer 
western states, being on an unsound basis in any case, passed 
into bankruptcy, suspension or no suspension. 

It is one thing, however, to admit that the suspension of 
a bank may be expedient under exceptional circumstances, and 
quite another to recommend it as a definite and conscious 
policy of finance. The Quebec Board of Trade, recalling the 
suapeneion of the banks in 1837, passed a redoluiion setting 
forth the difficulties of the present situation and expressing 
the unanimous opinion that, though perfectly solvent as 
proved by the government returns, the banks of the city should 
suspend specie payment in the public interest, in order to pre- 
vent their reserves from being drawn out and sent to the 
United States. This resolution was transmitted to other 
Canadian boards of trade, but the work of restriction had al- 
ready been accomplished and the banks were quite able to 
hold out. 

Much more to the point was the remonstrance of several 
leading joumcds as to the policy of a war of all against all, then 
prevalent among the banks. They were urged to adopt a sys- 
tem of co-operation, or at least to come to a mutual under- 
standing which would prevent their constant raids upon each 
other's reserves which was one of the chief causes of their 
reluctance to extend their accommodation. It was pointed 
out that since Canada had not, as some other countries, large 
supplies of money outside of the banks upon which to draw in 
times of crises, it was practically entirely dependent upon its 
banks for the supply of a circulating medium. The banks, 
therefore, should recognize that they have public duties to 
consider in addition to their own private interests. Appa- 
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rently as the result of the commercial clamour, backed by the 
newspaper agitation, the Toronto Board of Trade, about the 
middle of October, 1857, took steps to bring about some un- 
derstanding among the banks ^tablished in thait city. The 
movement was so far successful that a conference was held by 
representatives of five banks with a view to devising some 
means of settling bateiiceB withooxt drawing 9ped.e from, each 
other. As a temporary arrangement it was agreed to accept 
exchanges on London in payment of the balances at monthly 
settlements. To insure a satisfactory arrangement, however, 
it was felt that it would be necessary to secure the co-opera- 
tion of the leading banks of Lower Canada. An appeal was 
accordingly made to the Montreal Board of Trade to secure 
the co-operation of the banks in that city, but without success. 

With little modification the stringency continued. At the 
close of October, 1856, the circulation of the Canadian banks 
amounted to $14,616,899, whereas at the end odf November, 
1857, it was only $9,866,435, a shrinkage of one third in twelve 
months. As a result of the refusal to grant discounts which 
involved the issue of notes many labourers were thrown out of 
employment, millers and grain buyers were idle, and the whole 
of October passed without any considerable quantity of grain 
being brought to market. Yet, as everybody recognized, the 
only possible relief lay in the marketing of the chief produce 
of the country. A similar policy was being pursued by the 
banks of the Maritime Provinces. There, too, they were urged 
to come to a mutual understanding, or to suspend specie pay- 
ments, in ordeir to be able to afford relief to tradesmen and 
others. In Canada the stringency relaxed so slowly that the 
depression continued throughout the year 1858 and greatly 
affected the revenues of the country, leading to the adoption 
of new fiscal expedients, especially the imposition of a revenue 
tariff upon British as well as foreign goods. 

During this period Mr. Gait succeeded Mr. Cayley as 
minister of finance. Eecognizing the unsatisfactory features 
of the complete dependence odf the country upon the banks for 
the means of exchange, Mr. Gait immediately began to lay 
plans for the unification and control of the hanking system 
upon the basis of a government bank of issue. This was very 
similar in outline to the plan brought forward by Lord Syden- 
ham. However, Gait's scheme was still in embryo. His first 
move was to secure the appointment by the legislature of a 
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committee of eight members to consider the whole subject of 
the banking and currency of the Province. This proposal was 
adopted by resolution on March 4th, 1859. 

In the mean time the process of chartering new banks 
continued as before. During the session of 1859 the following 
prospective banks were seeking charters; the Bank of Western 
Canada, La Banque Nationale, The Chartered Bank of Canada, 
The Provincial Bank of Canada, and The Union Bank of 
British America. The first three ultimately received charters, 
the second under the English title of The National Bank 
though it was a French Canadian institution with its head 
office at Quebec The name of tihe Chartered Bank was also 
changed to that of the Boyal Bank of Canada. 

The Provincial Bank of Canada would undoubtedly have, 
received a charter but for the timely revelations of The Gloie 
as to its speculative character, and the obvious purpose of its 
promoters to use it chiefly as a basis for the issue of bank 
notes to be employed in the western states. The bank was 
promoted by one Geo. W. MoCaUom, whose record as a specu- 
ktor in western banks, especially in Ohio, The Globe had fully 
unearthed. It was then discovered that he had been the chief 
promoter of the St. Ibiaaicis Bank at Stanstead. After getting 
the bank established and chartered he endeavoured to induce 
the directors to hand over to him, by power of attorney, the 
entire management of the institution. The notes he intended 
to emjday in the western states. The directors, however, de- 
clined his proposals. He then started a bank of his own at 
Stanstead under the Free Banking Act. This he named the 
Provincial Bank. It was based upon Municipal Loan Fund 
Securities of Lower Oanada, obtained when these were aibout 
fifteen per cenit. below par. It was this bank which, with the 
favour of Messrs. Cayley, Qalt, and others, he hoped to oon- 
yert into a regular chartcired bank and thus escape the e- 
strictions of the Free Banking law. But, his plans having 
been exposed, his hopes were blighted. 

Throughout the country there was growing discontent with 
the banking system as then constituted. The merchants com- 
plained of the disturbing changes from competitive liberality 
to selfish stringency in the granting of discounts. Next, the 
publiic became alarmed at tiie increasing evidence of laxity 
in the granting of charters. The Globe in particular led a 
vigorous crusade against the G-ovemment for its careless 
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methodfi of multiplying bank diarters. In the Legislature^ alBO, 
Mr. Geo. Brown, with his accustomed vigour, attacked the 
Government for its bank-charter policy. When the bill to 
charter the Bank of Western Canada came up he declared that 
such a bank was entirely superfluous. In the first place the 
district round Niagara, where it was to be established, was 
already well supplied with banks, and in the second place there 
were about a dozen banks lately chartered whose capital was 
far from being taken up, hence there was abundant scope for 
capital seeking investment in banking. Mr. Gait acknow- 
ledged that greater care should be exercised in granting bank 
charters, but thought the danger would be removed if regula- 
tions were adopted in6uring the bona fide payment of sub- 
scribed capital; as, for instance, by requiring it to be deposited 
in one of the older chartered banks, and stipulating that the 
pcrorposed bank should be organized within a year, in defanilt of 
which the charter would be forfeited. With these additional 
conditions he favoured granting charters to the Bank of West- 
em Canada and the National Bank. Brown still maintained 
his opposition to the new charters, and in a second speech on 
the Western Bank bill referred to the restrictive measures 
adopted in New York State and other eastern states to p<ro- 
vent the establishment of speculative banking institutions. 
He indicated his suspicions that the promoters of banks in- 
tended to operate in the western states were seeking the shelter 
of Canada where their operations were favoured by the lax 
system of granting charters. The connection of members of 
the Legislature with some of these questionable new ventures 
was strongly condemned. 

Another outcome of the multiplication of bank charters 
was the beginning of a movement to trade in them. Thus the 
Colonial Bank charter, which had been dormant for some time, 
was pujpchaeed early in 1859 and notes were being freely issued 
under its authority. No one seemed to know its directors or 
chief oflBcers, and it was impossible to tell how much of its 
professed paid up capital had been actually paid in cash. 

Meantime the report of the Committee on Banking was 
made public, early in June, 1859. The report itself was very 
brief. Beyond recommending the continuation of the inves- 
tigation, it simply drew attention to the fact that there was a 
strong concurrence of opinion among the chief officers of the 
banks that the present charters were defective, as safeguarding 
the paper circulation of the Province. But the evidence pre- 
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sented in connection with the report was quite voluminous. 
It was contributed by the oflScers of the various banks in the 
shape of replies to a definite series of questions. 

In reply to the question as to the adequacy of the safe- 
guards •of the existing syaitem, the cashier or manager of the 
Bank of Montreal gave it as his opinion that the system was 
too lax. It allowed the creation of banking capital far beyond 
the needs of the country, and permitted the banks to begin 
business upon too small a paid up capital. He pointed out 
that, under the existing charters, the investment of $10,000 
in public debentures would satisfy the government conditions 
on what might be only a nominally paid up ca]ntal of $100,000, 
but which would enable the hank to issue notes to the extent of 
$110,000. He considered it a weakness that there should be 
no obligation on the part of the banks to hold specie €ls a re- 
serve for their note issue and deposits. Further, it should be 
made necessary for the banks to publish periodically the names 
of their shareholders or partners, in view of the public depend- 
ence upon unpaid stock and the double liability of the share- 
holders. 

The representatives of most of the other banks agreed 
with the manager of the Bank of Montreal that the system of 
granting charters was too lax, especially in the matter of in- 
suring the hona fide payment of tihe subscribed capital. Eepre- 
sentatiyes of some of the amalleT of the new banks had no fault 
to find with the system. The cashier of the Bank of Toronto 
in some very sensible remarks, criticised the policy of allowing 
the debentures purchased by the banks, to the extent of ten 
per cent, of their capital as required by the government, to 
remain in their possession, since they might be pledged for 
loans and their value as security for creditors loet. He ob- 
jected also to the system of allowing notes to be issued to the 
extent of the debentures €uid specie reserves, in addition to 
the paid up capital, because these investments, being part of 
the paid up capital, thus supported a double issue of notes. 
Further, he urged that a considerable portion of the stock of 
every bank should be held in the Province to insure the 
efficiency of the double liability clause. This, however, would 
obviously be a difficult clause to enforce. In reply to ques- 
tions as to the minimum amount of capital which ought to 
be required in the case of ohartered banks; the larger banks 
thought $1,000,000 a proper minimum, with from one-fourth 
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to OBe-third to be paid up before starting busiBees. OtheiB 
thought that $400^000 might be admitted in the case of coun- 
try banks^ one-hculf at least to be paid up. On the eubjeet of 
the kinds of securities upon which banks might be permitted 
to lend^ it was quite generally held that, in addition to the 
securities then permitted, bills of lading and other certificates 
of goods in transit, as railroad receipts, might be added. A 
few favoured a still wider range of securities. Practically all 
of the banks were in fayour of the abolition of restrictions on 
the i«ute of interest^ this involving a general repeal of the 
usury laws. 

The representative of the Bank of Montreal held that 
the range of note issue permitted in the charters of the exist- 
ing banks was too great. He considered that the specie re- 
serve to be maintained by the banks should be one-fourth of 
the note issue and one-seventh of the deposits. The banks 
should also keep funds in the hands of their TSew York and 
London agents. Most of the other banks agreed on one-fourth 
as a proper reserve for note issue. The Bank of British North 
America thought that the reserve should amount to one-third 
of the notes and one-sixth of the deposits. A few banks in- 
clined to smaller reserves, such as one-fifth, or even one-tenth 
on the note issue. A couple of banks thought the note issue 
should not exceed two-thirds or three-fourths of the paid up 
capital of the bank. 

Practically ail of the banks agreed with the representative 
of the Bank of Montreal in considering that in the settlement 
of balances between banks specie alone should be used, as it 
was necessary to keep a check upon imprudent banks in their 
tendency to overissue. Eegret was expressed that bank notes 
were then issued in Canada which the other banks could not 
accept. 

Almost all of the strong banks were opposed to an in- 
crease in the legal tender range of silver, and saw no neces- 
sity for the issue of a Canadian gold coinage. The Bank of 
Upper Canada, however, and the City Bank favoured a 
Canadian gold coinage for the purpose of discouraging the 
return of Canadian bank notes from the adjoining states for 
redemption in specie. 

In answer to questions as to the causes of the financial 
crisis, and the possibility of a remedy by legislative action, 
the nsual reply was that the crisis was due to speculation and 
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over trading. These in turn were stimulated by the invest- 
ment of large amounts of English capital and the high prices 
received for produce which encouraged extravagant spending. 
Inflation migM be checked by a better regulation of the banks 
and a more conservative management of them. 

Though, as was pointed out at the time in some criticisms 
of this report, the bankers had dealt with the banking system 
and the crisis almost entirely from their own point of view, 
yet their analysis of the situation and of the weakness of the 
government bank policy, was well founded. The system un- 
doubtedly lacked guarantees as to the fulfilment by the various 
banks of the conditions of their charters. 

Though the general conditions of trade began to improve 
during 1859, yet the banking situation remained in rather an 
unsettled state. This was due, in a measure, to the laige 
direct losses sustained by most of the banks, and to the diffi- 
culties which some of them experienced in financing the load 
of collateral securities, largely in real estate, which they had 
to take over from their debtors. The annual reports of the 
banks in the spring of 1859 showed that most of them had 
been compelled to appropriate larger sums to meet losses than 
during the previous year, in which the sharper form of the 
crisis occurred. In June, 1858, the Bank of Upper Canada 
set aside $220,000 for losses, while in June, 1859, it had to 
appropriate a further sum of $400,000 for the same purpose. 

In the latter part of 1859, the economic prospects of the 
country were steadily impi>oving, when there suddenly fell a 
bolt from the blue. On the 27th of October a note appeared 
on the door of the head office of the International Bank at 
Toronto saying that the bank would suspend business for a 
few days. This produced great popular excitement, as the 
obligations of the bank were chiefly in the shape of note issues. 
The Colonial Bank being of the same type, a special run upon 
it immediately ensued, and after a couple of hours trial it too 
suspended, greatly increasing the excitemeiut. The two banks 
bad between $200,000 and $300,000 of their notes in circula- 
tion, though apparently the majority of them had been em- 
ployed in the United States. Neither made any attempt to 
resume business. Thougih slight runs were made upon some of 
the other new banks yet none of them succumbed and the 
acute stage of the excitement passed. 

The bank failures led to renewed attacks upon the govern- 
ment for the laxity of their bank policy, and incidentally de- 



Digitized by CjOQQIC 



218 JOURNAL OF TEE CANADIAN BANKERS' ASSOCIATION 

mands were made for the repeal of the charters of those banks 
which had not yet gone into operation. The Toronito Board 
of Trade put itself on record in the following resolution; — 
"Resolved, that in consequence of the failure of the Inter- 
national and Colonial banks, this board feels called upon to 
deprecate in strooog terms the facility wiith which our Legis- 
lature have recently been granting banking privilegee, opening 
as they did a wide field for speculators without either char- 
acter or capital to engage in banking, which cannot fail to 
operate to the prejudice of the public, and of the banking 
institutions established in this city, whose ample resources and 
prudent management entitle them to the confidence of the 
public/* 

Obviously the Government had to do something, and 
Mr. Gait met the situation by presenting his new scheme for 
the regulation of the paper currency of the Province. 

Adam Shobtt. 
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THE BANK OF ENGLAND RESERVE. 



/^PINIONS may diflfer as to whether London or New York 
^^ is to be the world^s financial centre in the n«ar future. 
Up to the present, the pre-eminent position of London remains 
a fact, and this gives to the reserve of the Bank of England an 
international importance. It is this item in the account made 
public every Thursday which excites most interest, and that for 
sufficient reason. As has often been pointed out, the banking 
interests of the United Kingdom are concerned in the ade- 
quacy of the reserve of the greateet bank in the world, as this 
constitutes the store of cash on which all the credit institutions 
of the country are more or less, and more rather than leas, 
dependent. The great banks of London not only keep part of 
their cash funds on deposit at the Bank of England, but are 
practically dependent on that institution's store of cash for aid 
in any time of financial pressure. Naturally, the policy of the 
directors of the Bank of England is made the subject of vigor- 
ous criticism. It is pointed out that they owe a duty to the 
country, which requires that the reserve be maintained at a 
satisfactory level. It is an obvious reply that the country can- 
not expect the Bank to bear the whole oost of insuring its busi- 
ness solvency. Vaiious plans have been discussed, especially 
in the last ten to fifteen years, for distributing a part of the 
expense of keeping a larger stock of gold in London over the 
banking community of the country. None of the plans has 
commanded a sufiiciently general support to be put into opera- 
lion. To some extent, the increase of the amount of cash held 
by the chief banks, either in hand or at the Bank of England, 
has contributed to bring about the end aimed at To such 
indeipendent efforts, rather than to any common action, such 
improvement as has taken place in the situation since 1890 has 
been due. It is worth while enquiring what, if any, advance 
has been made since that date. 

For this purpose, a comparison of some of the features of 
the weekly accounts of the Bank will be useful. Comparisons 
with the conditions of half a century ago would not serve to do 
more than afford a contrast between those times and our own. 
The following figures are sufficiently effective for this purpose, 
and cover forty years to date. 
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Amount of Besebye (in million £). 





1864-73 


1874-88 


1884-83 


18041903 


Highest. 
Lowest.. 


17.9 (June, 1871) 
.8 (May, 1866) 


22.4 (Sept. 1879) 
8.1 (Jan. 1876) 


20.0 (Jane, 1893) 
9.3 (Jan. 1890) 


41.0 (Febr. 180^ 
16.6 (Jan. 1894> 


Average 


10.8 


13.2 


15.2 


25.3 



From this table several striking facts can be learned. The 
inclusion of the figures for 1866 brings out the great contiEst 
between the policy of earlier years and that followed since 
about 1870. Formerly, the reserve approached the vanishing 
point at times of stress. The steps needed to check its deple- 
tion were not taken with sufiScient prom,ptitude. Nowadays 
we find precautionary measures adopted before any very serious 
inroads have been made on the amiount of the reserve. The 
principal weapon of defence is, as is well known, the discount- 
rate. When it is raised^ — and made effective, should measures 
be needed to force the market-rate to respond to the rise in the 
bank-rate, — the results are felt in movements of the foreign 
ezohanges. A force is brought into play which attracts gold 
to London, and thus replenishes the reserve. Though no rule 
can be laid down for the bullion movement consequent on a 
given alteration of the discount-rate, a curious correspondence 
is noted by Clare, in his " Money Market Primer,** as having 
been shown in the ten years ending 1890. Taking one year 
with another, during that time a movement of one per cent in 
the itite of discount was found to correspond to a change of a 
million sterling in the Bank's stock of gold. As the reserve 
grew, the discount-rate was ailowed to fall, and vice versa. This 
correspondence in average movement is not shown, usually, in 
particular movements. ]Nrevertheles6, the operation of discount- 
rate movements on the flow of bullion to or from the Bank is 
quite definite. The conditions of each occasion determine how 
great the response will be, and, consequently, how large, and 
how persistent, a movement in the discount-rate is required to 
protect the reserve. 

It it worth noting that the lowest figure of the decen- 
nium just completed exceeds the average of any preced- 
ing decennium. The minimum occurred, as is stated in 
the table, on January 3, 1894. The next lowest figure was 
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reached on January 2, 1901, and was one million pounds 
in excess of the ave^ag^ figure of the decennium 1884-93. The 
average of the Teserve for the last t€n years is, further, well in 
excess of the highest figures previously reached. Even if we 
take the record of the last five years, so as not to include the 
infiated figures of 1894-1896, the average amount of the reserve 
exceeds £22,900,000, and is thus greater than the record of 
1879, the highest amount previously reached. The record 
figure of the reserve £40,996,678 ($199,500,000) was attained 
on February 26th, 1896. It marks the climax of the long 
period of dull trade following on the Baring crisis. With the 
return of activity in business^ much of the money which had 
been lying idle in the years of depression found employment. 
But the reserve has not been allowed to fall back to its old 
level. In the years immediately preceding 1890, it had aver- 
aged about thirteen million poimds. The lowest average for 
any of the last ten years was £21,190,000 in 1899. Though 
the gigantic accumulation of idle funds during ihe dull years 
obscure the general trend of affairs, there can be no doubt that, 
starting from about 1890, there has been a marked increase in 
the amount of the reserve of the Bank. 

But the mere fact that an increase has taken place in the 
reserve, even though that increase be ten millions sterling in 
ten years, and the ratio of increase in that interval be that of 
three to five, as the tabulated figures show, is not a proof that 
an adequate increase has been made. It is not even a proof 
that the increase has been proportionate to the business done. 
Now it happens that a definite proportion of, in round figures, 
four to nine, has been noted as existing formerly between the 
reserve and the aggregate deposits of the Bank of England. 
Taking periods of ten years from the date of PeeFs Bank Act, 
we find the following: — 

Resebvb and Deposits (in million £). 



AvERAGB Amount of 


184554 


1855-64 


1866-74 


1875-84 


1885-94 


1894<1903 


Reserve 


0.2 
16.6 


8.0 
19.0 


11.1 
25.3 


13.4 
30.6 


15.5 
33.9 


26.3 


Totol Deposits 


60.0 


Reserve x 9 


82.8 
66.4 


76.5 
76.0 


99.9 
101.2 


120.6 
122.4 


139.5 
135.6 


227.7 


Deposits X 4 


200.0 
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This shows, clearly enough, that the proportion of reserve 
to deposits averaged very close to tour to nine for the thirty 
yeara to 1886, and was gradually changing for the worse. A 
slight gain in the following ten years has been followed by a 
very marked advance in the ten years to the present date. But 
this latest period includes the years already noted as marked by 
an unprecedented accumulation of idle funds at the Bank of 
England. To get a satisfactory measure of the extent of the 
actual change, if any, in the ratio of reserve to deposits, we 
may examine the last twenty years a little more in detail. This 
is done in the following table: — 



AvBRAQE Amount of 


1884-88 


1889-93 


1894-98 


1899-1003 


Reserve 

Deposits 


13.3 
30.8 


15.1 
36.8 


27.7 
49.6 


22.9 
50.2 






Reserve X 9 

Deposits X 4 


119.7 
123.2 


135.9 
147.2 


249.3 
198.4 


206.1 
200.8 



This table puts the change in a different light. The 
reserve had fiallen to about 40 per cent of the deposits in the 
years 1888 to 1891. In 1892 the proportion of four to nine 
Was re-established. This proportion was far surpassed in the 
dull years already referred to. In the recent busy years, tlie 
reserve has not fallen, on the average, to the old proportion to 
deposits, though it has not far exceeded that proportion. It is 
true that, in 1899 and in 1900, it fell to three-sevenths of the 
deposits, but a slightly improved proportion has since been 
maintained between these two items. 

Afi the redemption of the note circulation in no way de- 
pends on the banking reserve, the test of the adequacy of the 
reserve, or of its due growth with the business transacted, must 
be its comparative magnitude to the aggregate deposits. As 
shown, whatever criticism, on other grounds, may be made of 
the amount of reserve held, it cannot be said that it has fallen 
in comparison with, the deposits. 

It may be held, however, that, for equal security, a larger 
reeei've ought to be maintained to guarantee current business 
than was suflScient in former times. But the obvious retort is 
SJhat the need of a larger reserve is found in the great growth 
of other credit institutions, which depend on the Bank of 



Digitized by 



Googk 



THE BANK OF ENGLAND REBERYE 223 

England's >pawer to mciJce adyancefi to them in time of need. 
This brings ns beck to the old point, that those who desire the 
guarantee should pay for it. We see that, in fifteen years, the 
funds deposited -with the Bank have increased by two-thirds. 
It has increased its reserve by a little over two-thirds. Can 
more be expected? The interests of the shareholders of the 
'Bank cannot be ignored. It may be perfectly true that the 
i^eserve bears a smaller proportion to the total banking business 
of the country than is desirable. Yet it can hardly be expected 
that the Bank should, at its own expense, keep funds unem- 
ployed in order that other institutions may be aible to employ 
their funds without anxiety as to the resources available against 
eventual stress. 

The deposits of other Joint Stock banks in England and 
Wales have increased much faster than those of the Bank of 
England. Comparing the fiye years 1884-88 with the five years 
1898-1902, when the deposits at the Bank of England increased 
from 30.8 to 50.2 millions of pounds, the deposits of other joint 
stock bonks increased from an average of about 291 millions to 
about 575 millions. This is an increase about half as fast again 
OS that of the Bank of England, and might require a holding 
of cash in hand corresponding to the rate of increase. I say 
" might ^\ because increase of business does not necessarily re- 
quire proportionate increase of reserves to give equal guarantee 
of security. Whether it does so or not will depend on the 
nature of the new business compared with the old. But I will 
not diverge into a discussion of the theory of reserves here. 
There is another j)oint, the bearing of which on the matter in 
hand is more readily seen. It is this, that the growth of joint 
stock banking in England has been to some extent at the 
expense of private banks. At the end of 1893, the earliest year 
for which I have the requisite figures at hand, the deposits of 
the private banks of England and Wales, so far as obtained by 
the Economist, and published in its banking supplements, 
were 64.3 millions sterling. The joint stock banks, at the same 
date, held deposits amounting to 427.4 millions, including 33.8 
millions at the Bank of England. The total was, therefore, 
491.7 millions. At the end of 1902, the deposits of private 
banks were only 34.6 millions, while those of joint stock banks 
were 665.5 millions, including 65.2 mdllions at the Bank of 
England. Thus the total was 700.1 millions, an increase of 
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2084 millions on 1893. The proporti<HL of increase iras thus 
about 42 per cent 

These figures are giren as a means of gauging the growth 
in the volume of banking business in EnglancL The aTeiage 
reserve of the Bank of England in 1893 was 17 million pounds^ 
and, in 1902, it was 24.2 miUions. The increase was over 40 
per cent The banking deposits outside the Bank of England 
were 458 millions in 1893, 600 millions in 1902. This increase 
is but little over 30 per cent. 

The figures just given are not, in strictness, comperaUe 
with those relating to the Bank of England. They represent 
balanx)e-sheet figures, not the average figures of a w^kly ac- 
count But they are the best figures available for measuring 
the growth of bank liabilities. The figures of the average re- 
serve of the Bank of England, too, rather than those for a par- 
iioular date, serve as the best indication of the ordinary readi- 
ness of that institution to support the credit of the country. 

Were we to take account of the figures of the reserve at 
the close of the calendar year, the situation would appear much 
less satisfactory. At the close of 1893, the reserve was 15.5 
million pounds, and it was only 18.3 millions at the end of 
1902. The increase was about 18 per cent It must be re- 
membered, however, that the shadow of the coming depression 
of trade was already infiuencing the figures of the Bank's 
reserve in 1893, so that it then stcfbd relatively high. 

The low level of the reserve at the close of the calendar 
year, however, has, in recent years, called forth comment, not 
always flattering. It may be as well to consider whether this 
level involves serious danger. It must be borne in mind that 
it is not alone the absolute level of a banker's cash which deter- 
mines his readiness to meet all demands, but the likelihood of 
the presentation of important demands when his funds are low. 
If the situation render it practically certain that those 
funds will be abundantly replenished before they need be 
paid out, the mere fact that they are not large need not mean 
that there is danger in sight. 

Now the facts of the situation at the end of the year, in 
England, correspond to this description. In January the 
reserve increases largely. In each of the last five years, the 
increase has been five to six millions, comparing the fourth 
week of January with the last of December. To a large extent, 
too, the decrease in the last weeks of December is due to a de- 
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mand for cash for internal circulation, and this is certain to 
flow back very jpopomptly. We are familiaT enough in Canada 
with correBponding facts. Our bank circuiation regularly ex- 
pands to the end of October, and tten flows back rapidly in the 
three following months. The expansion is not considered to 
require special additions to cash in hand to provido for re- 
demption. So far, then, as the low end-of-year reserves are a 
featuTO of the holidlay demand for money, there need be little 
importance attached to them : they need not be interpreted flis 
meaning weakness. 

However, not only do reserves run down at the end of the 
year, but, since deposits mount up rapidly at that season, the 
ratio of reserve to liabilitiefl is apt to fall very low. Thus it 
fell to 28 per cent in 1902, and to leas than 33 per cent in 1903, 
in the last week of the year in each case. In four weeks, the 
ratio had improved to 47f and 49^ respectively in these two 
years. When the situation is an anxious one, as in 1899, the 
falling off in the reserve is restrained by the maintenance of a 
high diaoount-mte. In that year the decrease of reserve at 
Christmas waa less than three-quarters of a million sterling, 
and the lowest figure of the ratio to liabilities was 38f per cent, 
recorded in the first week of 1900. 

While undue anxiety over the low figures of the reserve, 
and of the ratio to liabilities, may be put aside, the facts cover 
other matter of interest to students of banking. If we examine 
the movements of the ''Other Deposits,^' and of ''Other 
Securities,^^ we get light on the other side of the problem of a 
low ratio, quickly restored to a fairly satisfactory figure. These 
items represent the deposits and loans of the bank to other 
customers than government departments. To a lajge extent 
they represent the business done by other bankers with the 
Bank of England. In the last four years, the increase of 
*' other deposits ^' in the last week of the year has been 9, 13, 
16 and 9 millions respectively, on totals of from 37 to 40 
millions. In the course of the next fortnight, the decreases 
were 2, 8, 15 and 6 millions respectively. If we turn to the 
figures of loans, we find the increases in the last week of the 
year to be 7, 12, 13 and 8 millions, in round figures, and the 
decreases in loans in the following fortnight were 6, 14, 20 and 
11 millions respectively. What is the meaning of this sudden 
expansion, followed by a quick contraction, in loans? 

It is usual to ascribe it largely to what is known as window- 
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dressing. The balance-sheets prepared to show the status of 
joint-stock banks at the end of the year look better with a large 
item against " cash in hand and with bankers '* than if the 
securities pledged with the Bank of England, as collateral 
against a short loan, were entered on the balance-sheet. The 
cash in question is really a credit at the Bank of England, and 
does not represent a real addition to the funds guaranteeing 
the credit business of the country. Where monthly balance* 
sheets are issued, a monthly window-dressing commonly occurs. 
At the middle and end of the year the effect on the items of 
the account of the Baoik of England is especially noteworthy. 

The banking supplements of the Economist give, twice 
in the year, the figures of the balance-sheets of the joint stock 
banks. For the last five years, the compilations from these 
balance-sheets include a statement separating the ''cash in 
hand and with bankers'* from the "money at call and short 
notice^* where such a separation is possible. Comparing the 
middle of 1899 with the . middle of 1903 (the figures of the 
latest of the supplements being thus utilised), the former item 
constituted 44 per cent of the sum of the two at the earlier 
date, 55 per cent at the later date. 

Applying these proportions to the aggregate of the two 
items for all the banks, there would be indicated a total of 
" cash in hand and with bankers " amounting to 61.5 millions 
of pounds in 1899, and to 83.9 millions in 1903. The increase 
of over 23 millions in the four years is very remarkable. The 
comparison of loans and deposits at the Bank of England: in 
the middle of 1899 and 1903 shows that^ in the former year, 
the sudden expansion cmd contraction in these items at the 
half-year was about 4-} millions : last year the figures were 
about 12 millions for loans and 10 millions for deposits. It 
seems probable that the principal reason for the contrast of the 
two years in respect to the point under discussion is the in- 
crease of the devotion to the practice of window-dressing. 
There is indicated, however, a large growi:h of cas^h held by, or 
belonging to, the joint-stock banks. The liabilities to the 
public increased, in the interval, only from 580 to 605 millions 
of pounds. The proportion of cash to liabilities works out at 
10.6 per cent in 1899 and nearly 14 per cent in 1903, again a 
remarkable improvement. 

It must be noted that the figures of '^ cash in hand " amd 
** money at call " given for June 30, 1899, do not correspond 



Digitized by 



Googk 



THE BANK OF ENGLAND REBERYE 227 

well with those for all later dates. Thus, for Decemiber, 1899, 
the *^ cash in hand '^ amounts to 53 per cent of the aggregate 
of the two items, and a figure cloeely identical with this is 
given for each subsequent date. Thus the improvement in the 
proportion of " cash in hand ^' is probably tess than stated 
above, since the figures given, in October, 1900, for June 30 of 
that and the preceding year, are doubtfully reliable for 1899. 
The change of proportion, between June, 1899, and either 
December of the same year or June of the following year, 
seems too greait to be credited. 

Applying the proportion of 53 per cent to the total for all 
the joint stock banks, the " cash in hand and with bankers ^^ 
at the end of 1899 would be 71.8 million pounds, against 
liabilities to the public of 580 millions. The ratio of cash to 
liabilities is 12.4 per cent. The advance on this figure shown 
by the 14 per cent at June 30, 1903, or the 14.6 per cent at 
December 31, 1902, though less than that previously deduced, 
is sufiicient to be quite remarkable. 

Though it wore proper to attribute the entire recorded 
amount of the end-of-year expansion of loans at the Bank of 
England in 1899 and 1902 to the window-dressing by joint 
stock banks, only some 12^ millions of the 18 millions of 
indicated increase in cash would be accounted for. Were we, 
further, able to make allowance for some changes in the assign- 
ment of items to various heads in balance-sheets, a large dif- 
ference remains to be accounted for. An increase of actual 
reserves held by the banks is indicated. The period of com- 
parison is too short to show whether it is wholly a persistent 
move towards greater stability, or partly due to a change in 
business oonddtions. 

A longer retrospect can be taken if we are content to 
compare the aggregate of " cash in hand, with bankers, at call 
and short notice " with the liabilities to the public. From 
June 1893 to June 1903, these liabilities of joint stock banks 
in England and Wales increased from 398 to 605 millions. 
The " cash,^* in the sense indicated, increased from 89.4 to 162.6 
millions, or from 22.6 to 25.2 per cent of the liabilities. 

That there has been a distinct movement towanda better 
reserves on the part of leading English banks seems to be in- 
dicated by figures quoted as well as by other evidence. It has 
a savour of audacity for institutions which keep but 25 per 
cent of reserve, counting call loans as reserve as well as cash. 
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to demand that the Baoik of England ahould add to its average 
46 per cent of veritiable cash. When a better average than 15 
per cent, can be shown^ of real cash in hand or at bankers, 
criticism of the inadequacy of a reserve which falls to 28 per 
cent only at an exceptional moment may claim attention. We 
cannot overlook the fact that 16 per cent, is not attained by 
ihe mass of the banking institutions of England, even at a 
date when the cash is inflated by means of special Iocldb for the 
purpose from the Bank of England. The compulsoiy puiblica- 
tion of that Bank^s status weekly precludes any disguising of 
general weakness. If English bankers wish to see a larger 
reserve there is nothing to prevent them from securing it, by 
paying the necessary price, each for himself. As shown above, 
there are pretty clear indications that this is exactly what is 
being done, gradually, and under the stimulus of a public 
opinion in favouT of larger reserves generally. 

One further point may be noticed before we conclude this 
paper. It has been shown that the average amount of the 
reserve of the Bank of England has increased very substantially 
as compared with ten and twenty years ago, and that the In- 
crease has kept pace with the growth in deposits. But aitten- 
tion has been called to the fact that the reserve has, in several 
years recently, fallen to a low level at the close of the year. 
The question arises, therefore, whether the reserve is more or 
less steadily maintained than formerly. Here, again, the exam- 
ination of the actual facts is fairly reassuring. The problem is, 
how to secure a satisfactory measure of steadiness, which shall 
not be too complex or too unwieldy in expression. Referring 
to periods used for comjparisons in an earlier table, we have 
the following: — 

Annual Yariatiow of Ebskrve (in million £). 



Differences between 
OF Each Year. 


1884-73 


1877-83 


1884-93 


1894-1903 


Highest 

Lowest 


11.6(1866) 
4.1 (1864; 


13.1(1876) 
5.1 (1883) 


8.1(1890) 
6.2(1886) 


16.9(1896) 
7.5(1899) 


Aver&ffc • 


6.6 


7.2 


6.7 


11.2 






Average amount of Reserve... . 


10.8 


13.2 


15.2 


25.3 
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It will be observed tiiat, as judged by this table, the pro- 
portion of the average annual difference, between the maximum 
and minimum figures of the reserve^ to the average of the 
reserve, is the same in each of the two last decennia, and it is 
substantially greater in the earlier decennia. 

If, to test the matter otherwise, we add the figures of any 
week to those of the corresponding week in each year of the 
ten, we obtain tho course of the average reserve of the ten 
years, week by week. The highest and lowest of such average 
weekly figures are found to differ by very nearly one-third of 
their average amount in each of the first three periods of the 
above table, and by less than one-quarter in the last period. If 
we proceed further, and separate the ebb and flow quarter by 
quarter from the annual movement of the reserve, the same 
indication, of an actual range of variation less, in proportion to 
the amount of the general average of the year, than formerly 
prevailed, is found. The detail of such work is somewhat too 
complex to introdw^e here. All the regular movements of 
businese are reflected in the Bank reserve. The payments 
which occur monthly, the quarterly dividend payments, occur- 
ring with a prominence varying in degree from quarter to 
quarter, the annual movements of trade and agriculture, all 
exert an influence on banking operations, and ultimately on 
the fluctuations of the reserve. The various elements can be, 
in part, separated from the generad movement and separately 
studied. No oonfirmation of the idea of decreased steadiness 
of the reserve is found in such work. 

If the reserve of the Bank of England be regarded as, in 
some sense, the fly-wheel of the complicated machine of credit 
operating in England, we may well feel surprise that the 
machine works so steadily with so small a fly-wheel. In other 
countries much larger reserves are found necessary. Probably 
a good deal of advantage would accrue from increasing the size 
of the British reserve. But, small though it be, so delicately 
constructed is the machine which it controls that it serves to 
keep it running with truly remarkable steadiness. One of the 
chicdl objects of this pajper has been to show that, in spite of a 
general im/pression to the contrary, the growth of the reserve 
has tolerably weU kept pace with the growth of general bank- 
ing business, and has fully kept pace with the direct liabilities 
of the Bank of England itself. The directors of that institu- 
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tion can only be blamed far not increasing the reserve faster 
than has been done if it can be maintained that the solvency 
of rival institutions may reasonably be required to be secured 
at the expense of the shareholders of the premier bank of the 
country. The desire of the English people, and of the peoples 
of other nations also, to see the stability of credit throfughout 
the world spared the shock which weakness on the part of the 
Bank of England might cause, is readily intelligible. But 
good wishes, combined with keen rivairy' in business, will not 
provide the funds wherewith to pay dividends. These must 
be earned by the employment of the bank's resources, and they 
cannot be at once employed and held in reserve. 

A. W. Flux. 
MoGill University, Montreal. 
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"STERLING EXCHANGE." 



L. BTEWAET-PATTEKSON. 



THE Oaniadian method of quoting at'Crling exchange is so 
complicated^ and based on suioh obsolete and erroneouB 
values that foreign cambists ignore our system entirely, or in 
a vain attempt to describe it, only succeed in adding to the 
bewildeiment of their reader. 

One of the most essential features of a training in foreign 
(•xchange is that all calculations should be made independent 
of exichange tables, by the beginner. In many offices the first 
calculation on a transaction is made by one clerk and it is 
then checked by a second clerk, with the tables. The train- 
ing thus obtained, and the facility and mpidity with which 
these calculations are made, form the ground work of a tech- 
nical educaition, which is becoming more nece^aary every day 
as our international transactions increase. 

Owing to OUT complicated system, however, and to the 
length of time required to make the calculations, our young 
men do not have the benefit of this training and are taught 
to depend entirely on the various exchange tables for their 
conversions, and although we have all learnt how to make the 
calculation, this knowledge, through desuetude, has long since 
been relegated to our mental attic, and few of us could make 
a conveieion off-hand without the use of tables or some deep 
thinking. 

Fortunately, however, the originators builded better thaa 
they knew, and by their very errors have given us some most 
interesting studies in the properties of numbers, which, prac- 
tically applied, rob the conversions of their length and com- 
plication; in many instances, requiring only a mental calcula- 
tion. 

It is not my intention to write an artide on the theory 
of foreign exchange, but to deal with the more neglected 
jxuttihematical features. 
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Briefly stated, the English occupation of Caaaada, in 1760, 
oaiufled the withdrawal of the almost worthless ordonnanoea 
and card money of the French regime; and the country found 
itself depending entirely on the gold and silver coins of other 
ooimtries for its circulating mediunL The English goyem- 
ment found it necessary to import large quantities of the 
Spanish milled dollars for the payment of the army, public 
supplies and works, which they paid out at the rate of 4/6 
per dollar or |4.44|^ per pound sterling. In doing this, 
they simply adopted the par value of the pound sterling estab- 
lished by an act of 1704, dealing with the currency question 
of the American colonies. This rate of 4.44|^ is what is 
called the old par of exchange, and our present quotations 
are given in the form of a percentage of advance on the old par. 

This value, established two hundred years ago, is recog- 
nized as erroneous by most authorities; according to one author, 
the Spanish dollar contained, at that period, 385 grains oiE 
pure silver, while 20 English shillings contained 1718.70^ 
grains pure. 

Thus the value of the Spanish dollar would be 

^^, = 4.480106e. = 4».5^Sd. 
and the value of the sovereign 

In 1792 the act eatabUshing the United States mint was 
passed and we now find the legal weight of the silver dollar 
given as 371.25 grains of pure silver, while the weight of the 
English shilling remained unchanged. 

The sterling equivalent of this new doUar is 

and the value of the sovereign in terms of that dollar 

In 1837 the United States altered the raitio between gold 
and silver from 15.1:1 to 15.988:1, this undervaluation of silver 
practically made gold the standard of value and, from this 
time on, we have to deal with the relative value of the pure gold 
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contained in the sovereign and in the gold dollar respectively. 
The gold dolkx contains 23.22 grains of pure gold and the 
sovereign 113.001605. 

The gold dollar has^ as its sterling equivalent 

23.22x240 

113.001605 = 49.3161d. = 4s. l.f^. 

and the sovereign^ expressed in terms of the gold dollar^ is 

113.001606 ^ 

— oo t^o — ^= $4.8665635 

This is now the "mint par'^ between North America anS 
Great Britain, or an advance of 9.497679 (approximatively 9J) 
percent, on the old legal par of exchange of 4.44f. By an 
act of Paj'liament, $4.86f per pound sterling, or dj^^ premium 
on the old par, was made the legal par of exchange for Canada. 
The United States continued to quote sterling by premium on 
the old. par of exchange until 1873, when it was sensibly abol- 
ished. Owing to the light weight of the sovereign, at that 
tim-e (112,149 grains) the actual premium stood at about 9jt 

I have gone. at some length into the various values of the 
dollar, and have given the three principal examples, not only 
for the purpose of showing how the constantly fluotua»ting 
metal values in the coins made it necessary to quote on a per- 
centage basis, but also to show briefly how the percentage ia 
arrived at. We now have to deal with the conversion and 
fluctuations of the exchange. Speaking broadly, the fluctua- 
tions in exchange may be likened to the variaitions in the 
mariner's compass, with the mint par represen-ted by the true 
North, from which the needle varies from East to West, within 
certain limits, responding to accidental, diurnal and secular 
changes. So in exchajige, we find the quotations fluctuaiting 
first on one side, and then on the other, of mint par, never 
falling below the gold importing poinit or rising above the 
gold exporting point, and withal, so delicately balanced, that 
its movements are affected by the least change in international 
or internal conditions. (Note 1.) 

Conversion. 

Years ago when sterling quotations advanced by large 
fractions, the conversions were comparatively simple, but, now 
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that quotations advance by sixteenths and sixty-fonrfchs, the 
calculation is more lengthy; we will find the price of £1 with 
sterling at 9^ premium. 
Example 1. 

Old Commercial par (100) 4.44444 

To which add 9^% of itself . 40556 

Value of £1 at 9i 4.85 



and, conversely. 
Example 2. 

What is the premium when £1 = 4.8666 

Old par, = 4.4444 

Advance, = .4222 

which works out 4J : 100 :: .4J : 9J% premium. 

Of laite years, however, a short cfuit has been deduced from tiie 

fact that at the old pear 

£1 = 1^ 

•1 = ^ 

on above example, this gives us, — 
For example 1 : 

100 : Y :: 109^ : S4.85, the answer. 

and for exaonple 2: 

^ : 4.8666 :: 100 : 109|, the answer. (Note 2) 

These results may be simplified into the following rules, — 
To convert from premium quotation to currency: Move 

the decimal point one place to the left and divide by 2^. 
Thus, 10.9J H- 2i = lO.Oj X ^ = $4.85 

To oonvert from currency to premium, quotation; More 
the decimal point one place to the right and multiply by 2^. 

Thus,48.6f x2i = 109i. 

Now SB Canadian quotations between banks advance by 
sixty-fourths, it will often happen that, in converting from a 
currency to a premium quotation by the above method^ some 
difficulty vrill l^ f oimd in expressing the decimal to the nearest 
sixty-fourth. TJeually a table, has to be referred to, unless tha 
operator knows the fiaotions by heart; to avoid either evil, I 
have f ormxdated the following simple rule, — 



Digitized by 



Google 



STERLING SXOHAyGS 286 

Learn the eighths by hearty — 

J= .1-6 J= .600 J = .876 

J= .250 1= .626 1. = I.OmO 

f = .376 J= .760 

Deduiot the nearest eighth from jour d<eciiDal^ and divide the 
remainder by sixteen; this will give the number of rixty-fourtihs 
to be added to the deduetioai. 

Thus, ior the rate $4.8298, we have, by our rule, 
18.298 x2i = 108.670 

nearest eighth $ = .625 

. 045, sixteen will go into 46 
almost three times, therefore $4.8298 = 108| + ^. 

The above are the ordinary methods of arriving at the 
equiv^JentB; I hare worked them out in detail, as it is neces- 
sary to know them, but I will now give a short rule to work 
equivalents mentally. 

Neglect $4,8000 as common to all the quotations and equi- 
valent to 8^, divide the remaining three figures hy seven, neglect 
ihe remainder, if any, and add one to the result, — this will give 
you the number of sixty- fourths over 8^, 

716 
Thus $4.8715 gives 8 + -=-• Hence we have, by the rule, 

8 + i^y^ = 8% + lf|« = 9TV + A. 

This rule is accurate to the nearest sixty-fourth up 
and including 4.8875 = 9|| + ■^. Alter that, it will be 
found necessary to increase the remedy for degree of error 
to two sixty-foupfchs. This rule will, of course, work conver- 
sely, from Canadiam to Currency quotations, by mjultiplying 
ihe number of sixty-fourths in excess of 8^ by 7, and, for 
remedy oif error, deduotinig one per cent, from the result: — 

To find the equivalent of 9^^^ + Vt ^^7 ^^^^ ^1® ^A + A = 
8 4- H» *^^ 77 X 7 = 639, one per cent, of which, namely 6, 
being deducted, leaves 534, and the equivalent rate is 4.8534. 
(Note 3.) 

Interest. 

The next question whioh we have to consider, is that of 
interest; now, although convenient tables are published by 
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6ome of tihe leading exchange brokers and others^ it is jxist ns 
well to be fUB independent in thifl respeot as in conyersionfl. It 
is customflry to reckon the interest on the hseis of £100=$485, 
and the calculation resolves itself into one of simple interest 

63 days at 3% on $486 = ^^1^0^x^365^ = $2.6113— per £100. 

This, of course, can be figoired out on the ordinary interest 
tables. With demand rate at 486.40 a sixty day sight bill is 
worth 486.40—2.51=483.89, or, with stamps (.243 per £100)= 
483.66 or 8ff + i^. 

For those who have not a oonvement table for these cal- 
culationsy I have prepared the following little table for handi- 
ness, representing the interest on $485. at 1^ for the respeo- 
tire number of days. By means of this, a small desk table 
can be made out at the Current Bank of England rate, by 
simptly multiplying by the rate per cent; I have appended a 
table at three per cent, as an example: — 



DATS 


£100 @ 1% 


£100© 3% 


With Stamps 


Stamps 






.243 


Sdayi 


.090,983 


.120 




10 " 


.132,876 


.399 


.641 


18 " 


.239,178 


.718 


.960 


80 •• 


.398,628 


1.196 


1.338 


83 " 


.438,408 


1.315 


1.557 


45 " 


.697,941 


1.793 


2.086 


63 " 


.837,118 


2.511 


2.753 


98 " 


1.235,746 


8.707 


3.949 


123 " 


1.634,374 


4.90R 


5.145 



In the mhore, the calculations are carried out further than 
neoeesary, the mils may be neglected. By combining, almost 
any number of days can be found, for instance, 3 days sight 
® 3^ equals 2 X .1^0 and 16 days eight equals 6 X .120, always 
remember to add stamps afterwards. 
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The same table in Canftdiian equiyalents worka out ad 
follows : — 



Days 


Equiv. @ 1% 


@3% 


With Stamps 


Stamps 






.065 


3 days 


.008,97 


.027 




10 " 


.029,00 


.090 


.144 


18 " 


.058,81 


.161 


.216 


30 " 


.069,09 


.269 


.824 


38 " 


.098,06 


.296 


.351 


46 " 


.184,58 


.403 


.458 


63 " 


.188,35 


.565 


.620 


03 " 


.278,04 


.834 


.889 


123 " 


.367,73 


1.103 


1.158 



The above will be foumid useful in counter work, far if 
your demand oounter rate ie 9f, tibe sixty days eight is worth 
.620 or f^ less, equ&Iiling 8|. A little study of both tables^ 
will make them familiar to the reader. (Note 4.) 

I have been unable to find out why $485 to the £100 
sterling was arbitrarily taken as the basis of these interest 
calculations, except that it is a multiple of five, and easier to 
work with; theoreticaUy, fuid as I will show, practically, the 
legal par of 4.86 f would have been the best rate, theoretically 
because it occupies the mean position between the gold points, 
and practically, because 4.86f is a multiple of 73 which forms 
such an awkward factor in calculating interest by days. On 
a basis of 486 f we get the following rule: — ^Multiply the num- 
ber of days by the rate per cent and divide by 75. 

Thus, 63 days @ 3^ on 486.66§=, worked by iihis rule, 
gives 63 X 3 X ^ = II X J = 2 52. 

thds is, of course, more than the interest reckoned on $4.85 
^7 rb o^ iteelf . 

Int. on486.66f = 2.52 

i^^ss zh = -0084 

Approximate mterest on 485 = 2.5116 
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This is correct to the one-tenth part of one per mille. 

^ ^ . . , I , .0002;") 

Pi-oof,-.deduct the .^jj^th part -1275^3 

Aotnal Interest $2.5113 (see p. 5) 

To figure interest mentally, the rule is to multiply rate 
by days, and divide by seventy-five, and deduct ^ of Ij^ if very 
dose figures are required, but the first part of this rule will 

The correlative application of this principle to Canadian 
quotations gives us a very pretty rule, which is simply to mul- 
tiply the rate per cent, and number of days by .003 or ^^ 

Example : 93 days @ 3% = 93 X 3 X -n/W = -837, by the 
above table the exact percentage to be added to the quotation 
is .83412, but as the resuHt is treated in terms of the nearest 
edxty-fourth, the difference does not signify, and can be 
neglected. However, shoxdd the nearest approximation be 
desLred, ^ of 1% or ^ of itself, thus— 

.837 
^lesa .00279 

.83421 
and as in the currency rule -nrhnr .0000834 

.8341266 
Table above (.27804 X 3) .83412 
I think I have clearly demonstrated by above rules that 
it would be of great advantage both in currency and Canadian 
quotations to adopt the par rate of $486.66f per £100 as the 
basis for figuring interest, whether it is generally adopted or 
not, I would recommend its use in everyday work as the 
difference is practically nothing, for example: — 

63 days interest on £10,000 ® A^ on $48,666 basis is. . 336. 
63 days interest on £10,000 ® 4^ on $48,500 basis as. . 334.80 

Gain to purchaser on 60 days for £10,000 $ 1.20 

The simplicity of the rule for Canadian quiotations also 
commends it, in above example we have .837 to deduct from 
demand rate of say 9 J, now .837 is by a former rule equal to 
.837 4- .065 for stamps = .992 = f-f ^^ = |f + ^ or if you 
are a buyer 1%, so that a 60 days bill is worth 9 J — (|{ + A) 
= 8i + A. 
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A New Method of Conversion. 
As already pointed out the quotations on fiterling ex- 
change have reached a x>oint where exchange tablee have to be 
supplemented by calculations, as no table goes further iheai an 
advance of tV oi 1^; to dispense with this partial use of tables 
and simplify the calculations I have devised an interesting 
method of treatment, which will be found especially useful in 
calculating on even amounts at close fractional quotations, or 
for commercial use where sterling transactions are too infre- 
quent to warrant the purdhase of exichange tables. 

The method consists simply of assuming a base or key 
number to oorrespond with 108j^, increasing the key number 
by one unit for every sixteenth advance over the S^ premium, 
thus 

8% premium is represented by 1728 %V 
8A« " " 1729 ^m 

8i% « " 1730 J»W 

10«(8%H-f|) « 1760 if^ 

and so on each advance of a sixteenth in the quotation increas- 
ing the key number by one, these form the numerator of a 
fraction of which 360 is the denominator or divisor ccmimon 
to all. 

For example, a purchase of £10,000 ® 9J would be 
worked out as follows : V«V X 10,000 = ^VV— = $48,500. 

Conversely, a purchase of $10,000 @ 9J would be worked 
out by revei>infir the fraction~T.VV>f X 10,000 === £2061. 17. IfJ. 

The usefulness of this rule will be more apparent when 
we have to deal with sixty-fourths and finer shadings, which 
arc added to the key number as fractions or decimals of a 
sixteenth, thus: — 

9J + A = ^#or^SF^ 
9| + yV = 1746J or 1746.50 
9i + A = 17461 or 1746.75 
9i + xk = 1746i or 1746.125 
We will take for example the purchase by a bank of 
£10.000 @9^, + ^ = 1747.26 = 174725.00 
10.000 @ 9A + ^ = 1747-60 = 174750.00 

60 )349475.00 
6 ) 582458.333 
Value of £20.000 @ above rates ;s^ 97076.388 
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Oompare thk with the oitLinary method of working the 
tame example with or without tables. Remember that 360 is 
the divisor common to all. 

It may be of interest to give a key ntimber for the Ameri- 
oan or currency quotation, the key number eorreeponding to 
$4.80 per £ is 1920, advancing one tmit per quarter cent^ wi& 
a divisor common to all of 400. 

4.80 is represented by V^Af 

480J or 4.8025 " " \Vr 

484 or 4.84 (480 + ¥) " " VA* 

484f or 4.8476 (480 + V) •' " tW 

I do not claim any advantage for the use of this method 
where the currency quotation obtains, as the currency value 
of the pound sterling simply requires to be multiplied by the 
amount to be converted, still in the absence of tables it cer- 
tainly simplifies the calculation, thus comparing the two 
methods : — 

£496® 4.8475 = 496 X 4.8475 = $2404.36 
m simplified into 

496 X 1939 = 2404.36 
400 
and conversely 
$496 @ 4.8476 = 496 X 1 = £102. 6. 4J approx. 

4.8476 
is simplified into 

496 X 400 £102 . 6 . 4J approx. 

1939 
The intermediate quotations between the quarter cents 
are treated as fractions or decimals of the quarter cent, thus : — 
4.8456 = 4.80 + 1£ + ^20 = 1938.20 or 1938j 
4 100 400 400 

It is apparent from above that a simple way to arrive at 
the American key number is to take the quotation for £100 
and multiply by 4. 

484.65 X 4 = 1938.20 
486.76 X 4 = 1947 
The American key num/ber can easily be converted into 
the Canadian key number, by multiplying it by t% or deduct- 
ing A of it self (^;-^^2^|SSS = J88 = A) 
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Thus 484.60=1938 — 193.80=1744.20 the Canadian key 
number, 1744.20=1728 + Jf^ = 8 + 1 + jU^ or 9% + ^ 
almost. (You will notice that the decimal is divided by 1600^ 
-one sixty-fourth being equal to rih* had the decimal in above 
been .83, this would give us xJJj or jiU + t^jsj^ = A + iW 
487.65 = 1960.60 - 195.06 = 1755.54 = 9il + ^ + lizj. 

To prove the absolute accuracy of the above calculation 
we will take equivalent of 9H + A = 4.8763S 
rfzr of 1% of 4,44 = OOOH 

4.8765 the rate given above. 

The Canadian key nuonber can be converted into the 
American key number by multiplying it by Y or adding jof it 
flelf (m reverse of above) thus 9 + A = 1744.75 + 173.861 = 
1938.6li = 4.8465277. 
400 

No doubt at first sight the above may appear complicated, 
but from my own experience I feel confident that a little study 
and practice will be amply repaid; by cancellation and mental 
work the figuring is frequently reduced to a minimum especi- 
ally if the reader is veised in the numerous short cuts in mul- 
tiplication and division. It is a difficult matter to put into 
writing rules and examples of this kind, and I realise my own 
limitations in this respect. Where multiplication and division 
are implied in the examples I have not cancelled or worked 
them out, but simply given the result. The methods described 
are entirely new, and I have no doubt that following the same 
lines an inv^estigator can establish many interesting, if not 
practical applications for himeelf. 

The paper was originally intended for the younger mem- 
bers of the profession, but I hope it will not prove uninterest- 
ing to my older confreres, in this belief I have omitted explan- 
ations in the text and included them in a series of brief notes 
at the end of the article, confining mjrself principally to 
points on which the average text book on exchange is more or 
less silent; a bibliography is also added, which may be of in- 
terest to those wishing to follow up exchange as a study. 

British Qiwtations. 

Before closing, a few words on the above may prove of 
interest. 
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The English quotaitions for North American exchflnge is 
generally quoted in pence per dollar, advancing by thirty- 
seoonds of a penny, and the reduction to an equivalent Ameri- 
can rate per pound sterling has to be done by tables or by a 
very tedious calculation. Lately, however, it has become more 
and more the practice to use the American method o£ quoting 
dollars and cents per pound ^erling, which of course makes 
compaiison a simple matter. The old method, however, is fre- 
quently met with in newspapers end books on exchange, and 
as there are no tables in use on this side which give the equi- 
valent, I will give a quick mental method of converting the 
American equivalent to the terms of the other to the nearest 
thirty-second of a penny. I must first impress on you that as 
the dollar value of the pound increases the pence value of the 
dollar naturally decreases and vice versa. 
Thus:— 

$5.0000 per £ = 48d per dollaj-. 

4.9230 ;' 48i " 

4.9136 " 48 H '' 

4.8000 " 60 " 

To reduce the American rate to the English quotation per 
dollar: — Take 4.8000 as equal to 50d and deduct from quota- 
tion, divide the remainder by 30, the whole number thus 
obtained represents the number of thirty-seconds of a penny 
to be deducted from 50 pence, to give the equivalent. 

Find the equivalent of $4.9136 per £. 

84.9136 = 48000 -f H«* = 50d-|i = 48JJ pence 
$4.8666 = 48000 + W = 50d-H = 491^ pence 
«4.8425 =r 48000 -j- W = 50d-i} = 49i^« pence 

This rule w411 hold good up to 4.9199 or 48 ?! •■fter that 
the degree of error becomes appreciable. However, as this rate 
is much higher than the gold point, we need go no further, 
the Canadian equivalent being lOiJ . 

The rule will work conversely, only not as accurately; 
deduct the English quotation from 50 pence, multiply the 
number of thirty-seconds in remainder by 30 and add to 48000, 
if the remainder exceeds twelve, increase your American quota- 
tion by the amount of the excess, this will bring it. to within 
about $3.00 per £10,000. 

49^Bd gives 50 - 49A = iJ = 420 + 2 = $48422. 



Digitized by 



Googk 



STBRLINO EXCHANGE 248 

Note that 14 exceeds 12 by two, -which is added to quota- 
tion. The converse rule is not satisfactory and I did not in- 
tend at first to put it in, as I could not get a rule to give cor- 
rect results. Perhaps seme of my readeis can suggest a method. 



BTOTBS. 

(1) " Gold or specie points '^ are the rates of Exchange, 
produiced by buying gold in on<e country and selling it in an- 
other; when exchange is selling in New York higher than it 
would cost to buy the gold and ship it to London, the remitter 
naturally takes tiie cheaper method and sends gold; and when, 
on the other hand, exchange is so plentiful that the rate 
registers abnormally low, a seller may find it dheaper to bring 
his London balance over in gold. 

The " Mint par " or theoretical par, remains invariable in 
gold standard countries, and if the exporting or importing of 
gold could be effected without expense or loss of interest, the 
mint par and specie point would be identical ; but heavy ex- 
pense is incurred, averaging about 3 % or fV of 1^ for freight, 
insumnce, cooperage, cartage, abrasion, interest and other 
charges; these charges, deducted from the mint par, wiU give 
the import gold point and added to the mint par will give the 
export gold point. Koughly speaking, the gold points are ^'j 
to i per cent premium on either side of the mint par or 2 to 
2i cents per pound. In a recent number, the JSew York 
Journal of Commerce and Commercial Bulletin, gives the fol- 
lowing explanation as to how a gold shipment is figured: — 

" An American eagle weighs 258 grains or .6^75 oz. troy. 
Li $1,000,000 worth of eagles, therefore, of exactly fuU weight, 
there would be 53,750 ozs. The Bank of England will buy 
American eagles at a fixed rate of 76s. 4^d. per oz. (some- 
times a little more). At that rate 53,750 ozs. of eagles (allow- 
ing nothing for abrasion) would yield £205,201. The charges 
on a shipment of gold to London vary with each shipper and 
these are trade secrets which are jealously guarded. In a rough 
way, however, it costs about $3,000, or £600, to ship $1,000,000 
gold to London. The following formula shows roughly the 
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result of a shipment of $1,000^000 of eagles of exactly full 
weight: — 

'* $1,000,000—53,760 oz3.— which yield £205,201 

Charges : — 

Freight, A of 1 per cent £317 

Insurance, A of 1 per cent 93 

Interest, 10 days, at say 3 per cent 171 

Cartage, cooperage, say $100, or 20 

Total £601— 601 

Net yield of shipment £204,600 

"A shipment of $1,000,000 eagles on the above basis, fliten, 
will realize £204,600 net. This means that every pound ster- 
ling costs (1,000,000 divided by 204,600) $4.8875. If this were 
all the story, them so long as demand sterling oould be bonglit 
at less than $4.8875, there would be no indnoement to ship 
gold. 

" But owing to the so-called ' triangular ' operation, or to 
special concessions offered by the receiver of the gold, it ia 
often practicable to ship gold to Europe when demand sterling 
is selling below $4.8875, or even below $4.88.*' 

Conversion. 
(2) The actual woking out of the rates: — 

4j : 100 :: .4J : 9J is 

,V X 100 X i5 = V = r J 



and of the rates 



and of the laftee 



100 : -V :: 109J : 4.85 is 
T*7rX¥X4^=m = 4.85 



-V : 4.86f :: 100 : lOH is 
A X ^^P X 100 = ^P = 109J 



r 
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To convert from currency to premmm quotations the 
equation, 48.6| X 2i=109| is generally worked out by addi- 
tion, thus: — 

48.6666 

48.6666 

add i 12.1666 



2i X 48.66|=109.6000=109J 



48.735 
48.735 
add i 12.18375 



2i X 48.735=109.65375=109j+A 

<3) Rule for Ponveraion. This rule may perhaps ap- 
pear arbitraiy, but it is based on the fact that A of 1^ on 
$44444. is equal to $6.9444 or almost 7, .which used as divisor 
gives the approximate sixty-fourth according to the mlo; this 
rule might perhaps be modified so as to consider the remainder 
after dividing by seven, and add the extrn sixty-fourth if you 
are selling or neglect if you are buying. As in the tables, un- 
less the quotation is an exa;dt equivalent of a sixty-fourth, you 
can only approxima^te it hy ,usiiig the sixty-fourth either above 
or below. In the converse rule I have given as a remedy of 
error a deduetion of Ij^, to be exadt i of 1^ should be the 
amount of the deduction. In the higher quotations, in using 
both rules, it wiH be found of a-ditentage to take 48500 from 
quotation as equal to 9| or in fact the nearest equivalent you 
may happen to know, in^ead of 48000. For example, to find 
the equivalent of 9i^we deduct 9^ as equal to 48500 leaving) 
A or li to deal with :— 4.8500 

20 X 7 = 140 - (* X 1.40) = 140 — 1.12 = tSHKI 

The exact equivalent of the tables of 9^ 

A brief study of the working of this rule will accustom the 
reader to it, and he will be able to determine hie own nearestt 
equivalent to meet both bu3ring and selling conditions. 

(4) Interest Tables^ It might be of use to some of my 
younger readers, to explain more fully, the nature of time bills, 
stamp duties, etc. Practically, cable transfer quotations are 
the base quotations, as the qttestion of interest does not enter 
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into the transaction^ and they represent the actual value of 
the English pound paid in London the same day; the following 
will show the difference of time between the different bills and 
the staonps required: — 

Cahh Transfer, no stamp^ cost of cablegram to be borne 
by purchaser if amount is under £5,000. 

Demand draft or cheque, one penny stamp, ten days in- 
terest being allowed off cable rate. 

Three days sight, (3 .d/s) one penny stamp, six days in- 
terest off demand rate. 

All bills drawn for over three days sight, incur a staaop 
duty of 1/- per £100 or iV of 1^, which must always be taken 
into consideration in figuring value of time bills: — 

15 days' sight, eighteen days off demand rate, and stamps, 
30 days' sight, thirty-three days off demand rate, and 
staimx>s. 

60 days' sight, sixty- three days off demand rate; this is 
also called the usance or customary time on which bUls drawn 
between the New York and London market; a seventy days' 
date bill is often used €ts an equivalent. 

In all exchange transactions the rate of interest is always 
governed by the rate obtaining in the country where the bill 
is domiciled, iso that on English bills the Bank of England rate 
and London market rates, are used in ithese calculations; .the 
Bank of England rate also governs the rate of interest paid by 
the London joint stock bankis on deposits, it being generally 
1^^ below the Bank of England rate. I mention this fact as 
you .will often see bills, with documents attached, going for- 
ward with instrujctions to accept payment " under a rebate of 
^^ above rate of interest allowed on deposits by joint s took 
banks;" if the Bank rate was 4j^ the deposit rate would be 2^^ 
and the rebate rate 3j^. New York governs the sterling ex- 
change of this contineult, and both Canadian and American 
interior rates -are biased on the New York quotation, increateed 
or decreased by the premium or discount on New ^Tork funds, 
and other local contingencies. In Montreal, for insftance, New 
York funds are quoted in sixty-fourths, ranging from iV pre- 
mium to A discount, wtich form the gold points between the 
two cities. In sterling computations $8, $15, $23 ^and $31 are 
generally taken as representing one, two and three sixty- 
fourths and one-sixteenth respectively, and deducted or added 
from or to the New York sterling quotation. G-iven the New 
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York mte for demand bilk as .48625, and New York funds in 
Montreal at vV discount, we will find the equivalent quotation 
for a sixty day Mil. 

148,625 
Less A disoount 23 



Value of demand draft in Momtreal 

3^, + Sj or 48,603 

for a 60 days saght. 

Deduct 63 days interest at 3^ 251 

Stamps 24 275 



Value of a 60 days sight bill=8il + A = $48,328 

We will now take the given rate in Canadian quotations 
and use the other table (always remember where the Canadian 
rate is given, that the New York premium or discount has 
already been reckoned on). Given demand rate at 9r*s + A 
to find value of 60 days sight bUl, by the table, interest at 3^ is 
.565^ and stamps ..055 equials .620 or §^, to be deducted from 
^A + /f = 8JJ or 8iJ + A, or, if preferred, the calculation may 
bo made as follow8 : — 

9/, + ,V = 9.3593 

Interest, .565 

Stamps, .055 .620 

8.739 or 8U +.»,- 

Another method of reducing the decimal fraation to the 
nearest sixty-fourths is to multiply the decimal by sixty-four, 
and the whole number will be the nuonber of six:ty-f ourths. 

Thus, in the above example, .739 X 64 = 47.296 = 
11 + zVoh or U + A + tJ^I^tf. This can also bo dono by multi- 
plying by eight, which gives the eighths, thus .739 X 8 = 5.912 
and then the decimal again by 8, which gives the sixty-fourths — 
5.912 XS = i + 7.296 = f + ,V + nUU 

I will not tfttempt to go into the different market rates 
end how the nature of the bill affects the mte of interest jn 
calculations; this knowledge is best gained by experience, as it 
requires very careful and exhaustive treatment to be of prac- 
tical use; the best, and in fact, the only work dealing with this 
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subject exhaustively is MargmflPs " Intemational Exchanige;^ 
I have also .omitted from these calculationjs the deductions for 
profit^ and commissiooi to the London bank^ which have to be 
taken in.to consideration in practice. Hoiweyer, if the broad 
principles of the calculations are once mastered^ the variations 
menjtioned above will offer no difficulty to the student, and the 
guidance and explanations of one of the seniors will quickly 
put him in touch with the policy of his own bank in these 
matters. 

Sundry Notes. 

To reduce shilUngs and pence to the decimal of a pound: 
Multiply the shillings by .05, and the pence by .004^, the 
reason of this is apparent: — 

£1=1. 

1 s.= .05 of a pound. 

1 d.= .004166 of a .pound or .004^. 

If an approximation only is detsired to the nearest penny, 
multiply the pence of .004, and add one to result if over twelve,, 
and two if over thirty-two. 

Example : — 

Beduce £15.8.7 to pounds and decimal: 

15. 
.05 X 8/- .40 

.004i X 7 .029i 



£15.429^ 

To reduce decimals to ehillingB and pence, divide the first 
two numbers by five for the shillings and the remainder by 
four for the pence (to be exact divide by .004^ or -I*) 

In every exchange table, whether specially compiled for 
the Canadian quotations or not, tbe dollar value, a/t any rate, 
of £225 or rather £22.50, will give the Canadian equivalent; 
for instance, look up the value of £225 at 4.85 and we get 
1091.25 or for £22.50=109.125 or 109i 

To get the absolnite value of a Rhilling or shillings at any 
rate, midtiply tihe number of shillings by five, and look up the 
dollar value of that Jiesuit as pounds, thus 15/- at 109^ equals 
by rule 75 or 15 X 5, £75 at 1094=363.75 therefore 15/- «it 
109i=$3.6375 exactly. 
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BIBLIOGRAPHY. 

Nearly all books on poUtloal ecxxnomy treat more or leaa ex- 
haustively, on the question of foreign exchanspe, and most of them 
are worth readinsr. The principal books dealing almost entirely 
with the question of exchange are listed below; beginning with the 
more elementary works, the names of the authors are given first:— 

Clarb— A. B, C. of the Foreign Exehangee.—An excellent ann most com- 
prebeni9rtve little work, thouglb writiten from an Engldsh Btand- 
point, its explanations are too lucid and well expressed to make 
that an objection. 

CuLRB— Ifofiey Market Primer.— By the same author as above, treats 
of the Bank of England statement Bank of England and mar- 
ket rates of interest and their especial bearing on foreign 
exchange, both as to cause and eftect. 

"N.T. Financier "—/'orei^n Exchange.— One of the first books pub- 
lished dealing with foreign exchange from the American stand- 
point. It first appeared in a series of articles published a couple 
of years ago in the " Financier " of New York, and was so well 
received that it was finally put into book form. It gives a good 
theoretical exposition of foreign exchange, thou«rh the practical 
Bide mighit have been more fully dealt with t!han it isw The ap- 
•pendix by H. K. Brooks is putlcularly useful. 

Brooks. H. K.— Foreign Exchange.— '* Tigured, explained, almplified, 
illustrated. Complete in one volume, " is the legend on the front 
cover. Though practically a book of ''exchange tables", the 
descriptive matter is so exhaustive and well written that it forms 
an attractive feature of the book. The exchange tables are 
very comprehensive, and include under the one cover conversion 
tables for the money of every country in the world to United 
States money and vice versa, arranged on an original yet simple 
plan, and including valuable subsidiary tables. 

BvcuAN* a— Sterling Exchange Tahlee.— These are the standard taMes 
for Canada and are too well known to need comment Future 
editions might be greatly improved by the addition of descriptive 
and explanatory letterpress for the benefit of beginners. 

Tkkrojjx.— Tables of Interest and EguiwUents.—iA. useful little pocket 
book, giving Canadian and Currency equivalent to the nearest 
sixty-fourth, and also interest tables for Sterling, French and 
German time drafts, and other useful subsidiary tables. 

^ahqhafv— International Exchange.— Th\a is a new work published 
this year, and Is a veritable vade meeum to the exchange student. 
The author, one of the leading cambists in the United States, 
is able to speak authoritatively and from ripe experience, and 
has omitted nothing that might prove useful knowledge, either 
to the beginner or the praotlcal man, end the book stands 
unique, both as a text book and as a book of reference. It is 
tftie most practical book on Doreign exchange published in the 
English language. The many excellent publications in German 
and French go too deeply into arbitrage and other extremely 
technical matters to be of use to the average reader, Mr. Margraff 
however has managed to strike a happy medium between the 
elementary and ultra-technical writers. 

Tath— Modem (7am5i«/.— This Is still the standard English work on 
rthe practice of exchange and arbitrage; am the last edition was 
published many years ago its usefulness is rather impaired by 
the lapse of time. If revised and brought up to date it would 
be a more valuable book of reference. 

(e) 
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Gk>8CHBN— Oil Foreign Ewekangt.—AM a theoretical expositikm of the 
subject this work haa never been surpaaaed in any country. It 
well merlta a careful reading. 

FRBNCH WORXa 

Kaufmann— ArMlra^e.— 'A recently puibliahed work wihlich deals ex- 

(haustlviely with exchan«-e and bullion arbltragie; dt ooresv the 

whole fleld embodied in Tate's " Modem Cambist " and has the 
additional advantage of belnsr up to date. 

Hattpt— Arftifro^e and Parities.— A mcnumental work on the subject, 
dealing most exhaustively with the finances, stock markets and 
exchanges of the wiorld; arbitrage in bullion is of course a 
otpong feature ajid many valuable tables are scattered tlirough- 
out the work. UnJess a new edition has been published lately, 
the work is not so up-to-date as Kaufmann's but as a book of 
reference It ie invaluable. 

GERMAN WORKS. 

SaoAXR—Teehnik de$ Bankge$chafi8. 

ScHZiOicssiNa— Der Kaufmann auf der Hoke der ZeU. 

SORNDOFFBR— Die Technik dec Welthaudela. 

None of these deal exclusively with foreign exchange, although 
containing much theoretical information from the European 
standpoint and useful to the American operator in his trajisact- 
ions with these markets. Sorndofter's work Is an admirable 
speotanen of the thorough treaitLses on commercial subjeots written 
in the German language. It oontaine explanations of the various 
phases of meroantUe transactions, from the standards of weight 
and measurement to the freight schedules and maritime in- 
surance, together with a description of the organization of pro- 
duce and stock exchanges in general, and details relating to 
panticular trades such as wheat, ootton, sugar, spirits, etc. The 
chapters on the currencies of the world deal with the facts of 
exchange quotations evenrwhere, and with their bearing on 
mercantile transactions. 
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I T is probable, judging from the expressioiiB of fiurprifle that 
^ from time to time greet some of our soundest legal deci- 
sions, that a great many merchants, although they may be oon- 
versant in a general way with the law tihat governs commercial 
sales, fail entirely to realise the effect of its terme with regard 
to proof, and are surprised and indignant when they or thedr 
travellers are not permitted to tell their story in the witness 
box. The very existence of commerce depends on the good 
faith of the parties, and many contracts «we carried out to the 
loss of one side or the other, when technically the obligation 
could not be enforced in a Court of Law. It is an unavoidable 
concomitant of human affairs that a law wisely enacted for the 
protection of the innocent at the saone time shelters the guilty. 
Merchants trust their customers and customers their vendors, 
and without a word or a letter of writing conduct to a satis- 
factory conclusion hundreds of bargains to their mutual advan- 
tage, which did they realise the risk they ran, or had they leas 
confidence in the integrity of their fellows, wouJd never pass 
the state of pourparlers. 

Contracts, the law says, are completed by the consent 
alone of the parties ; but something more than mere consent is 
required to prove their existence before our courts. It is this 
question of proof that introduces so great an element of un- 
certainty into commercial transactions, and opposes a barrier 
to the enforcement of aai obligation that is in all other respects 
just and valid. 

The Qibject of this article is to point out what proof is 
reqiBsite before the merits of a disputed commercial sale can 
be tried. 

One of the most fruitful sources of litigation in England 
is the " Statute of Prauds,'* an act passed in 1677 and suib- 
sequently amended in 1829, to prevent perjuries as well as 
frauds by enacting that a litigant could not be pressed, under 
the act, either to admit or deny an alleged contract. Lord 
Nottingham is said to have declaied that every line of the 
Statute was worth a subsidy; but a keener critic wittily re- 
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torted that each line had <30&t a subsidy. The correctnees of 
tliis remark can hardly be doubted when the numberless actions 
at law that have arisen in virtue of the act are considered; 
and yet no one would have it changed, for it is a safeguard with 
which we could not ddspense. The suibstance of the English 
Statute was very eariy reproduced in statutory form in Lower 
Canada, and is now embodied in the Civil Code at Art. .1235. 
This Article with regard to commercial sales reads as follows: 

" In commercial matters in whidh the sum of money or 
" value in question exceeds fifty dollars no action or exception 

'' can be maintained against any party or his representatives 

'" upon any contract for the sale of goods unless there is a 
" writing signed by the former (per^n sought to be charged), 
" or unless the buyer has accepted or received part of the goods 
" or given something in earnest to bind the bargain." 

This article might be invoked in almfost any of the myriad 
transactions that are daily consumimated; Dor we believe, it is 
seldom that a Commercial Traveller requests his customer to 
sign the order before forwarding it to his principals. Let us 
suppose the case then where the merchant ships the goods as 
speeddly as possible, in full accord with the order as received, 
but not before a drop in price. The purdiaser may, if he has 
little enough iutegrity, repudiate the contract, and the mer- 
chant will be powerless to compel him to take the goods. Or, 
if the honest purchaser refuse to carry out the oontract on the 
ground of a misunderstanding of certain temis of the sale, the 
seller will nK>t be allowed to adduce the evidence of his traveller 
to prove that the goods and delivery conform in every respect 
to the order as given. The question of proof of the contract, 
when it is merely verbal, under «the artide naturally divides 
itself into three sections. 

1. Proof by a writing. 

2. Proof by acceptance or receipt of the goods. 

3. Proof by earnest given. 

The " proof " here referred to is merely that of the exist- 
ence of a contract, which must be established in a satisfactory 
manner before the plaintiflf may proceed to prove its execution. 
The object of the law in introducing these formalities, was^ as 
indicated by the Statute of Frauds, to protect innocent parides 
against fraud. Without some suoh regulation it might be pos- 



Digitized by 



Googk 



THE PROOF OF OOMMEBOIAL BALBB 26S 

able for a dishonest dealer to deliver unordered goods^ and by 
perjured testimony compel another to pay for goods he neitiher 
bought nor wanted. It leaves the door open, unfortunately, 
to the equally fraudulent repudiation of a contract; but in the 
latter case, knowing what will be required of him, the careful 
man can take all necessary precautions to protect himself 
against dishonesty, while in the former there would be no pos- 
sible safeguard. 

The Memorandum in Writing. 

The expression used in the article " A writing '* is some- 
\* hat vague and we must examine the settled jurisprudence to 
properly define it. Happily for the simplification of this task 
the English Authorities may be referred to without the hesita- 
tion and extreme oautiooi that must be used in the study of 
many other enactments that have undergone considei»ble 
change since their introduction into the law of our Province. 
It is to be remarked, in the first place, that it is not the con- 
tract itself which must be in writing, but merely a memoran- 
dum referring to the contract. 

Nor must the writing signed by the party whom it is 
sought to bind be confounded with a " comimenoement de 
preuve'^; it is a memorandum much more explicit, and our 
jurisprudence has followed the Bnglidi Courts in interpreting 
the phrase restriotively. We have no definition of " commen- 
cement de pieuve,'^ but the Code Napoleon (1347) defines it 
as " tout acte par 6crit qui est 6man^ de celui oontre lequel la 
" demande est f orm6e, oii de celui qu'il repr6sente, et qui rend 
*' vraisemblable le fait all^gu^/' This may be accepted as a 
good definition under our law also, as it follows dosely that of 
Pothier; and in commenting on it, Mr. Mignault points out 
that the three necessary elements are: — 1. A Writing. 2. 
That the writing proceed from the party or hris representative. 
3. That it renders the fact probable. Or as Lacoste, C.J., puts 
it (Watter and Cassidy, 3 Q.B. 270) : " Le oommenoement de 
preuve est ce qui produit xine demi persuasion, une prfisomp- 
tion d'oil on pent inf6rer Texistence d'un fait inconnu.'* An 
admission, being the strongest form of proof, or rather dis- 
pensing with proof entirely, may supply the want of a " com- 
mencement de preuve," but in such case it cannot be divided 
(Favret vs. Phaneuf, 15.49). A writing signed even by a cross, 
has been held to be a good " commencement de preuve," (Tru- 
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deau VB. Vincent, 15.231), but the writing must refer precisely 
to the fact it is sought to prcyve (Lalibert^ vs. Roy, IIS.IS)^ 

The menxorandum in writing, however, must be something 
more definite and exact than that which will satisfy a '^ oom- 
mencement de preuve/' In conmiercial miatters, says Lacoste, 
C.J. (Oharest vs. Murphy, 3 Q.B. 376), a ''commencement de 
preuye '* though completed by verbal evidence, is not equivalent 
to the writing signed by the party, required by Art 1235. 
On this ipoint we have followed the English juiifi^nudenoe in. 
deciding that the writing must be actually signed by the party 
sought to be charged, and '' must oontain all the essential terms 
of the oonitract expressed with such degree of certainty as to 
render dt unnecessary to resort to parol evidence to determine 
the intention of the party thereto/^ (Benjamin, p. 365, n. 1.) 
But it is not neceesary that the whole of the terms of the con- 
tract should be agreed to at one time, nor that they should be 
written down at one time on one piece of paper (Ibid., 
Taylor Evidence, a. 1026). "The written evidence required 
by the sttatute need not be comprised in a single document nor 
be drawn in a particuJar form. It will sufl&ce if the oontract 
can be plainly made out in all its terras from any writings of 
the party or even from his correspondence." The reference 
to other documents must, however, appear on the face of the 
memorandum signed by the party, and verbal evidence will not 
be admitted to prove such reference, but the reference being 
clear the document referred to may be indentified by parol 
(Ben., p. 365). The interesting case of Jackson and Lowe (3 
Taunt, 169), held it perfectly clear that a contract for the sale 
of flour was fully proven witiiin the statute by two letters, the 
first from Plaintiff to Defendant, reciting the contract and 
complaining of Defendant's default in not delivering flour of 
proper quality, and the second from Defendant's Attorney in 
reply to it, saying that Defendant " had performed their con- 
tract as far as it had gone, and are ready to complete the re- 
mainder,'' and threatening action if the flour was not paid for 
within a month. In another case (Smith vs. Sarman, L.R. 1, 
C.P. 224), the written memorandum was contained in two 
lettere, one from the Vendor's Attorney, who asked for pay- 
ment " for the a^h timber which you purchased of him 

the value amounts to £27.3.6. I understand your objection to 
complete your contract is on the ground that the timber is 
faulty and unsound, but there is suflScient evidence to show that 
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the same timber is very kind and suiperior/^ The Defendant re- 
plied: " I have this moment received a letter from you respect- 
ing Mr. Smitlh^fl timber which I bought to he sound and good, 
"which I have some doubts whether it is or not, but he promised 
to make it so, and now denies it" It was held that these letters 
did not constitute a suflBcient memorandum of the contract to 
open the door to oral evidence, as tlie "object of the statute 
was that the note in writing ehould exclude all doubt as to tihe 
terms of the contract^ and that object is not satisfied by the 
teims of the Defendant's letter." In this case had the Defen- 
dant omitted the last woids " and now denies it " the letters 
would probably have been taken as a good memorandum, and 
e^ddence allowed to prove whether the timber was sound and 
good. But since there .was a distinct dispute as to the teimos of 
the contract itself, the plaintiff could proceed no further. 

In a recent case decided in the Oourt of King^s Bench at 
Montreal, Mr. Justice Hall, who delivered the majority judg- 
ment reviews in a clear and lucid style the jurisprudence on 
this point. As this case is particidarly interesting and in 
almost every respect typical of jiine-tenths of the commereaal 
traneaotions that take place every day, we refer more minutely 
to it. The facts are as follows: — 

On the 30th day of October, 1900, the customer called at 
the ofl&ce of W., the merchants' sg^nt, at Montreal, to examine 
certain samples of Japan Straw Braids and gave an order for 
goods of the value of $47t).89. The same day, W. forwaided 
this order to his principals in Toronto, who, the next day, 
acknowledged the same in the following letter addressed to the 
customer. 

"Dear Sir:— 

" We thank you for your order given Mr. W. one-half 
" cases Jap. Braids. Kindly note, however, repeats will be spot 
*' cash. These are our terms on all straw .braids. We thought 
''it best to mention this now and avoid disappointment lator 
*' on. Your order has gone by to-days mail, and we have re- 
" quested shipment at the earliest moment." 

Here follows a detail of the goods ordered and a note as 
to freight charges: — 

" P. 0. B. St. Johns, should freight be less than $10 per 
" cubic ton, allowance will be made, if it exceeds $10 difference 
"will be charged." 
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After receipt of this letter, on the 7th Novemlber, the 
customer wrote from St. Johns as fallows: — 

" I am juet arrived from New York and take notice of yotir 
^' letrter dated 31st October. Our conditions are that the straw 
*'' is paid F. 0. B. St. Johns, P.Q., consequently I have nothing 
" to do with the freight. If $10 less or more it wall be your 
" profit or your loss.*' 

, The* letter was forR-arded by the merchant to W. with 
instructions to see the customer and arrange the matter with 
him. W. believed that he had telephonic oommunioation with 
the latter in whioh the dispute was satisfactorily arranged. It 
will be noticed that at this time the only objection the cus- 
tomer mode to the teimB of the contract was that the goods 
were to be delivered absolutely F. 0. B. St. Johns. 

During the month of January the customer inquired 
several times about the arrival of this shipment and. W. wrote 
him on January 23rd that the goods were on the way and would 
be delivered shortly. On the 11th of February, the buyer wrote 
to the merchant cancelling the order on the ground that .the 
goods were too late. The goods arrived at St. Johns on the 
2nd day of March, 1901, and delivery tendered to the customer, 
after the passing of the customs entries, about the 15th of the 
same month, when he refused to accept or pay for the same. 
In answer to the action the Defendant admitted having given 
an order to W. for the goods in question, but he denied that 
this order was given on the 30th October and that the goods 
were. to be delivered in due course; he denied that the mer- 
chant accepted the order under the terms and conditions which 
had been given to W.; the letter of the 31fft of October not 
being according to him, such an acceptance. He specially 
alleged that he called on W. at his office in Montreal, where he 
placed an order on condition that samples ishould be sent him 
at onoe, and that the goods themselves should be delivered in 
eight or ten weeks; that it was then understood between him 
and W. that the Latter would, immediately cable to assure him- 
self that the goodis would be delivered in the agreed on time; 
that under the original contract there was no agreement to pay 
any freight in excess of $10 a ton and that having received 
neither -tJhe samples nor an answer to his letter of the 7th of 
November, he concluded that the merchant had abandoned the 
contract. He added that at the date of the arrival of the goods 
his season for the manu&bcture of hats had past and they were 
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too late to be of any ose to liiin; and finally that the straw de- 
livered was not of the quality which he had ordered. At the 
first trials the Defendant objected to the introduction of verbal 
evidence on the : ground that there was no memorandum in 
writing to prove the contract. From the judgment maintain- 
ing this objection the Plaintiff appealed to the Court of Review, 
where the ruling was reversed and it was .unanimously decided 
that "the Plea contains a complete judicial admission of the 
order and that the letter of the Plaintiff accepting the order, 
and fyled in the Record, is also admitted by the defence, 
although the Defendant wrongly pretends that it does not 
amount to such acceptance, and that thus the contract itself is 
established and the contestation is limited to three points 
raised by the defence, which are susceptible of verbal proof ^\ 
The case was then reheard in the Superior Court where on the 
examination of witnesses it was proved that the terms recited 
in the vendor's original letter were practically those to which 
the customer agreed with the agent, and the action was main- 
tained. But the Defendant still contended that the letters did 
not constitute a memorandum sufficient to satisfy the terms of 
article 1235 and that the admissions in the Plea could not be 
divided to allow the introduction of verbal evidence. The 
second point is purely legal, and of less interest to the business 
man than the first; we acoorddpgly pass at once to the remarks 
of Mr. Justice Hall, who confines himself almost exclusively to 
the lees technical question, and after supplementing the author- 
ities, to whdch we have already referred, by others in the same 
sense, sums up the case as follows : — 

" Now let us apply these texts of law, in the spirit above 
indicated, to the facts of the present case. The vendor (plain- 
tiff) neglected to provide himself with the written order signed 
by the purchaser (defendant) which our law requires. He 
attempts to supply its place by a letter of his own and one from 
Defendant in reply which have been quoted above. It will be 
seen, on examining them, that the vendor's letter makes no 
allusion to the important condition in such a contract — the 
time of delivery — and the defendant's, evidently written in 
haste upon his return home from New York, contains nothing 
but an impulsive protest against an alleged rig-ht to collect 
from him all freight charges in excess of $10 per ton. Can 
these two letters be treated as the equivalent of the writing 
which 1235 C. C. exacts? It can, at least, only be done 
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negatively, that is, by ajs&uimiig that defendant accepted all the 
coniditians^ expressed or implied in plaintiff's letter ^hich he, 
defendant, did not specdfically deny in his hasty reply. But 
defendant asserts that by the contract^ delivery was to be made 
in 8 or 10 weeks and that as plaintiff's letter said nothing to 
the contrary, he assumed that they were of accord on the point 
and hence that no reference to it was necessary. He did find, 
as he contends, a new condition introdiiced, iihat in respect to 
his liability for freight, and this he repudiates jnoet vigorously, 
in the only " writing signed by him '' whit3ih the plaintiff pro- 
duces, to prove the contract as alleged by himself, and this 
variation would, in my opinion, be sufficient alone to maintain 
defendant's objection as to the admissibility of verbal evidence. 
The plaintiff never replied to this letter and he now attempts 
to minimise its importance by alleging that the freight charge 
proved to be exactly $10 per cubic ton, and therefore no claim 
was made against defendant on this head. But this was merely 
accidental and an eveait ex post facto which cannot now be 
invoked to determine what was the effect of plaintiff's claim on 
31st October to exact freight as a part of the price of the goods 
and defendant's repudiations of it on 7th November. The 
cluim was not waived in answer to defendant's objection and 
therefore stood as an item of disagreement in the correspondence 
which plaintiff now invokes as a compliance with the require- 
ment of C. C. 1235. The notes (correspondence) must agree 
in their terms if both lare offered or the " memorandum " will 
be insufficient (Am. & Eng. Ency.). This divergence in terms 
was euch, that, under such conditions as now exist, when Japan 
is in a state of war, its enforcement might have doubled the 
price of the materials which defendant was purchasing and 
cannot be said therefore to have been of so trivial a nature as 
to have left the parties of accord as to the terms of their con- 
tract ? Upon plaintiff's neglect to answer defendant's letter of 
November 7th either of the parties might legally, I think, have 
treated the bargain as off and neither would have had recourse 
against the other in damages." 

Merchants will do well to consider carefully the effect of 
this judgment. No letter will be admitted as a sufficient 
memorandum of the contract unless there is a definite and un- 
mistakable admission of all its terms, any objection on the part 
of the customer will defeat the vendor's right to use the letter 
as a basis for oral evidence. However, should the customer 
make no objection to the terms of the contract as recited by 
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the merchaat, but simfply widte refusing the goods, his letter 
may be used in conjunction with the imvoioe or a letter from 
the latter, as a memorandum to permit the examination of wit- 
nesses. In a leading English case (Wilkinison vs. Evans, 35 
L.J., C.P. 224), the customer wrote on the back of the invoice 
refufii<ng tihe goods because damaged, and the merchant was 
allowed to ofier verbal testimony to prove that the goods were 
in good order. And in another case (Elliott vs. Dean, 1 Cababe 
& Eldis, 283), where the customer returned the invoice in a 
letter cancelling the order, it was held that the two might be 
taken together to satisfy the Statute of Frauds. 

It wili in all probability seldom happen that there has 
been an exchange of letters between the buyer and the seller, 
and other memoranda have been held sufficient to satisfy the 
Article. For instance in a case where a memorandum of the 
sale, setting forth the name of the purdhaser, the price and. all 
other details, was entered in the Plaintiff's books his own 
name appearing at the top of the page, it was held in Sari vs. 
Bourdillom (26 L.J., C.P., p. 78), that there was sufficient 
evidence of the existence of the contract to permit the examina- 
tion of witnesses; but should the vendor's name not appear in 
the book, although the entry be initialled by the vendee, it will 
not be suffident (Jacob vs. Quirk, 2 M. & Rob, p. 201). In 
larger transactions that are completed through the ministry of 
a Broker, a «old note bearing his signature when he acts for 
both buyer amd seller will aJso be a satisfactory memorandum 
(Parton vs. Crofts, 10 L.T., p. 34) ; and even a signed entry in 
the Broker's books alone (Thompeon vs. Gardner, 1 C.P.D. 
777). In these cases, of course, the Broker is presumed to be 
the agent of the buyer with autihoiuty to sign for 'him and any 
memoranda signed by the Broker is regaided by the Court as 
issuing from his principal. An auctioneer, who is an agent 
lawfully authorized by both parties can establish a satisfactory 
memorandum of the fact of the sale by entries in his books 
(Emerson vs. Hales, 2 Taunt, p. 38). It is essential, of course, 
in all of these cases that the memorandum precede the insti- 
tution of an action. 

Acceptance or Receipt of the Goods, 

In the great majority of cases, however, there is no memo- 
lundum of the contract, and ehould it be denied by the cus- 
tomer, the merchant wiU have no recourse unless the goods 
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have been actually accepted or received. There is an important 
difference between our Artide and the Statute of Praudfl, that 
governs the English law on lihe question, in virtue of which 
the position of the nierchaint in the province of Quebec is some- 
what improved. The Statute requires both acceptance and 
actual receipt, while our Artide calls for acceptance or receipt, 
and the proof of either, which may be made by oral evidence 
(Munn vs. Bei^r, 10 S.C.R., p. 512), will admit similar proof 
of the contract itself. 

" The question of acoeptance or not is a question as to what 
was the intention of the buyer as signified by his outward acts, 
and if he refuses the goods assigning grounds false or frivolous, 
or assigning no reasons at all, it is still clear that he does not 
accept the goods, and the question is not Whether he ought to 
accept, but whether he has accepted them.'* The acceptance 
is more definite than mere receipt. For instance the buyer 
often receives the goods for the express purpose of examining 
them to see whether he will accept them or not, aoid under the 
English law the mere receipt would not entitle the seller to 
prove the sale verbally. The effect of the acceptance or actual 
receipt of the goods or part of them, far the acceptance of part 
makes the contract good for the whole, even in cases where 
some of the goods are not yet in existence, but are to be manu- 
factured, is to prove that there was a contract of sale and this 
effect is ppodurced alttiough there may be a dispute between the 
parties as to the terms of the contract, sudh a dispute is to be 
determined by parol evidence, and it is only foo* the admission 
of 8\xdh evidence that this acceptance is considered. When the 
goods have been accepted or received, litigation may arise on 
various questions, for instance as to the price at which the 
goods were sold; whether the sale was for cash or on credit; 
how payment was to be made; or the time within which de- 
livery was to be effected; or as Cotton, J., says (Kibble vs. 
Gough, 38 L.T., N.S., p. 304): " All that is wanted is a receipt 
** and such acceptance of the goods as shows that it has regard 
"to the contract; but the contract itself may yet be left open 
*^ to objection.** 

The test for determining whether there has been an actual 
receipt by the purchaser is to inquire whettier the vendor has 
lost his lien, whether he has divested himself of the ownership 
of the goods, and it does not necessarily involve a TnATiw^ ^ 
taking possession on the part of the purchase (Benjamin, p. 
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209; Brown^ Statute of Frauds^ p. 420). Such an abajidon- 
ment is effected by the delivery of the goods to a common car- 
rier in pursuance of the contract, and aoeeptance by the carrier 
for conveyance to the purchaser or place designated by him is 
guflScient to allow oral evidence. In such case the carrier is 
considered to be the agent of the person to whom not by whom 
the goods are sent, but he mu«t have been designated by the 
buyer, otherwise he will be regarded as the agent of the seller 
(Benjiamin, p. 203). This ruling has been followed by our own 
Courts in the case of Boobh vs. Hujtchins (14 L.N., p. 23), 
where it was held that when goods were ahiped in the name of 
the vendee to an address indicated by him, possession was 
vested in him and he was deemed to have accepted and received 
the same. To constitute this acceptance or receipt, it is, of 
course, unnecessary that there €>hould be any express indication 
of the purchaseor's intention, and the weight of authority estab- 
lishes that a tacit acceptance by his silence or delay in notify- 
ing the seller " will be a question of degree, that is, a long un- 
reasonable delay will afford stringent proof of acceptance, while 
a shorter time would merely constitute some evidence that is 
to be taken into consideraition with the other circumstances 
under the case." (Benjamin, p. 136.) 

The acceptance may be prior to actual receipt by the buyer 
for, instance if he has inspected and set aside the goods in the 
warehouse of the seller. But there must be definite evidence 
of his intention. In the case of Boss vs. Hannan (19 S.C.R. 
227), it was con«tended that a sale of cheese was completed and 
the property had passed, because the defendant selected, exam- 
ined and set apart the cheeses, and ordered a large number to 
be removed from the second floor to the ground floor; and after 
the goods were damaged by water — one of our old-time spring 
floods — action was taken for their value. The Supreme Court ' 
dismissed the action on another ground hurt Mr. Justice Pat- 
terson expressed the following opinion: — 

"The acts done in the warehouse in the examination of 
the cheese, whether the removal of the boxes from the upper 
iloor to the lower for the convenience of handling them were 
done by the servants of the puxdhaser with the consent of the 
vendor, or by the vendor for the convenience of the purchaser, 
do not strike one, having regard to all the dpcumstanoes, as 
proving delivery or acceptance, or as necessarily amounting to 
more than steps which might reasonably be taken as prelimin- 
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axy to the deliyeiy omd acceptance that would change the pro- 
perty from the one man to the other'*; he, accordingly, held 
that the plaintiff should be non-suited because oral evidence 
might not be introduced. The Courts aire still more strict 
where goods are sent on approval, or with the object of testing 
the market, when the evidence necessary to establish accept- 
ance must be much clearer and more positive than if the goods 
were consigned to order in the usual way. So, where two 
cases of accordeoois were consigned, without order, but amongst 
other goods oidered, and the consignee paid the freight bill 
upon the whole consignment, but complained of the price and 
quality of the accordeons and declined to accept, unless certain 
deductions were made for broken articles (which offer was not 
accepted by the consignor), it was held that the payment of 
freight and the opening of the oases was not sufficient to con- 
stitute acceptance of goods not specially ordered (Trester vs. 
Trester, M.L.B., 5 S.C, p. 188). 

Earnest. 

The giving of earnest to bind the bargain, in virtue of 
which oral evidence may be offered in proof of the claim, is no 
longer in general use. But the custom is sometimes observed, 
and a few words in explanation may not be out of place. 

In the Roman Law there were two kinds of earnest, first 
that given to bind the bargain, arrha in signum bonsensv^s inter- 
positi data, which was introduced into England, and thence to 
the article of our Code now under discussion, and that given as 
£L forfeit arrha qu<B ad jus poenitendi pertinet, which we have 
copied directly from the French law in connection with a 
promise of sale, or an option. In the second case either party 
may escape from the obligation by forfeiting the earnest, or 
returning double the amount; but in the former there is no 
escape, the contract is binding, and the earnest being admitted 
or proven oral evidence may be introduced to prove what the 
contract was. It is obvious that the great difficulty here is to 
decide to which dass of earnest the payment belongs. The 
weight of French authority is in favour of considering the 
relative amount of the pajrment. If the earnest is so small 
and insignificant in comparison with the total price of the goods 
sold, it must be considered as establishing the irrevocable exist- 
ence of the contract, from which neither party can escape; but 
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should it be aoi amount wbieh neither would willingly lose or 
^bajidon it is considered as a forfeit which will relieve them 
from the obligation (Pothier, Vente, s. 138; Durvergier, Vo. 
Arrhes, No. 16; Sixey, C.N., 1690). Of the second class, article 
1235 makes no mention^ and the earnest there referred to is 
evidence of the definitive ciharaoter of the sale. 

Although theire may ^be technically a distinction between 
earnest and part payment, in practice they amount to the same 
thing, for as Blackstone says (II, 447) : " If any part of the 
price is paid down, if it be but a penny the contract is binding.^' 
Something must be actually paid, heowever, and the obsolete 
custom of crossing the sellers hand with a shilling will not 
open the door to oral proof. (Benjamin, p. 162.) It must not 
be supposed that the earnest is proof of the completion of the 
sale, of the passing of the property from the seller to the buyer, 
its only legal effect is to afford conclusive evidence that a bar- 
gain was actually comipleted with mutual intention that it 
should be binding on both parties. 

The part payment in order to moke the sale good need not 
be made in money, but anything of value which by mutual 
agreement is given by the buyer and accepted by the seller " on 
account^' or in paart satisfaction of the price will satisfy the 
requirements of our article. (Benjamiai, p. 165.) The Ameri- 
can jmrispnidenice has decided that where a sale is made on an 
agreement that the price shall be applied on the payment of a 
precedent debt, sujdh price must be actually applied by a receipt 
or otherwise, to bring it within the exception of the Statute 
of Frauds. 

In applying these rules of proof to business, it is essential 
to bear in mind that the contract itself cannot even be dis- 
cussed by the seller or his agents. He may have indisputable 
evidence that the sale was completed, that the goods were 
actually bought, but if there be no memorandum, if they have 
not been accepted or received by the buyer, or if no. earnest 
were given, he may not offer verbal evidence, and the Court 
cannot hear any testimony at all as to the terms and conditions 
of the sale. As we have already said it is doubtful if business 
men realise the restrictions that are thus placed on the proof 
of commercial sales, and they are surprised and indignant when 
an action for the price of goods sold is dismissed without re- 
course, not because there is no proof, but because the proof is 
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inadmisaible. The oondusion to be draiwii is tbat^ though in 
ninety-nine cases out of a hundred relying on iihe good faith 
of the other party, the sale is satisfactorily concluded^ the only 
safe course is to have some acknoiwledgment in writing of the 
order. This would be a safeguard for both seller and buyer, 
for the buyer might be deprived of his rights in a rising market, 
even as a seller might lose his recourse when prices drop. The 
law, framed in the interests of merchants themselves to prevent 
unfair litigation, comes in for a great deal of impatient animad- 
version, when the litigant himself is to blame for not having 
protected himself against possible misunderstanding, if not 
wilful dishonesty. 

A. BiYBS Hall. 
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BANKING IN ANCIENT BABYLONIA. 

EoBB G. MuBisoN, M.A., Ph.D. 
University College, Toronto. 

WASNINGS against allowing the spirit of commeroialism 
to have supreme control in the world are frequently 
heard at the present time. Such are not unneeded^ for if a 
nation has no ideals above mere money-making it is certainly 
in a perilous state; yet it must not be forgotten that commeioe 
is and has been one of the greatest civilising influences in the 
world. Babylonia for example was one of th« moet thoroughly 
commercial nations the world has ever known, and therefore 
its civilisation was more advanced, the mass of its people had 
more rights, and these rights were better protected than in 
any other oountry until the rise of the commercial nations of 
the last few centuries. 

While commercialism in itself is insufficient to bring a 
nation or a people to the highest levels of civilisation it is 
absolutely necessary for a most important stage in the pro- 
cess. Ordinary honesty in truth-telling^ which underlies 
all busineBS, and without which no commerce worthy of 
the name could exist, is a product of the growth of com- 
mercialism. The liberty of the individual, and the funda- 
mental equality of all men, irrespective of the social status 
of parents are made available by the dame means. Commerce 
can live and thrive only where the rights of the individual are 
adequately protected, and in business more than in any other 
sphere of human activity the man of brains, no matter what 
his origin may have been oomes to the front. The freedom 
and equality of woman is another gift from the same source. 
Where people are all keen in business, a womtan with business 
ability has a chance as well as a man. Then in a commercial 
community private wealth increases, and the daughters of a 
rich man come in for a ahare in his estate, either by dowry, 
or by inheritance, and in such a society a woman with money 
of her own soon attains to a considerable degree of freedoan. 
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A fourth fruit of commercialism is the love of popular eduoa- 
Hon. In the buflinees world early training means much, and 
a great measure of this training education supplies. '^ Give 
a boy a good education and he will make his way/' is almost 
an axiom among a business people. 

The ancient land of Babylonia exemplifies well what oom- 
mercdalism can do for a country, and it is, until modern times, 
tn<e only example of a lihoroughly oommercial nation of which 
we have sufficient records to enable us to see into the life of 
the people. 

As to tmth-telling, naturally we cannot find much proof 
one way or another, but from what we can gather they 
seem to have been a reliable people. It is true cases of dis- 
honesty appear, as when, for example, a woman is found 
guilty of trying to collect a debt a second time, but cases of 
such dishonesty are not unknown even in the present time. 

The rights of the individual were carefully safeguiarded, 
and that from very early times, as is seen from the Code of 
Hammurabi (2250 B.C.). A man by his talents could rise to 
high place no matter what his origin may have been, and even 
a slave in business, or in giving evidence before the courts, 
has the same privileges as a freeman.' It was no unconmion 
thing for a slave to be adopted into the family of his owner, 
and become his heir. Women were certainly very free. A 
woman could hold property, could enter into a business part- 
nership with her husband or with any other person, couM 
testify in the law-courts, and a married woman had rights in 
regard to her own possessions such as have been gimnted in 
England and Canada only within the last forty years. Education 
was widespread among all classes. Among the uipper and middle 
rlasses illiteracy seems to have been companatively rare, wit- 
nesses to transactions being generally aible to write their own 
names, instead of making their mark, and the many examples 
of letters which have been found show remarkably good spell- 
ing. Educational advantages were available also to the chil- 
dren of the lower classes; the inscription on one tablet states 
that it was written by A son of B the irrigator, i.e. the writer 
was the son of a common ditcher. The social conditions in 
this ancdent land going back to a time much farther on the 
other side of Christ than we are on this aide, will be more 
appreciated if we compare them with those existing among 
our own folk in the Middle Ages, when the common people 
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were mainly serfs^ and had no rights against the barons; w^hen 
women were in a state of degradation; and when a powerful 
lord would boast^ 

" Thanks to Saint Bothan, son of mane, 
Save Qiawain, ne'er could pen a line/' 

But commercialism is itself a development due to certain 
causes operarting from within or from without. If from within 
one of these may be a national aptitude for business, but by 
far the meet importaiHt certainly is a land which is not too 
kind, a country which is a stern, niggardly mother to her 
children, making them earn their living by the sweat of their 
face. Such a mother was Babylonia. Naturally unproductive, 
being given over to marsh and desert, it was only by the great- 
est labour in irrigating and dyke-building, that land was re- 
okimed and made arable, and it required incessant, arduous 
work to keep that which was gained from bein^ retaken by 
the ever hungry desert and swamp. Babylonia in its best 
days was the most fertile spot in the world, producing enorm- 
ous crops of wheat, whose native home it is, and other cereals, 
but from laws, and private letters we gather something of the 
hard life and drudgery of the farmer. It is but natural then 
that such a school should develop shrewd bargainers, and 
canny men of affairs, who would seek to add to their income 
by the easier methods of trade. 

In some such way Babylonia began its great commercial 
career laying thereby not only the foundation of its own won- 
derful civilisation, but at the same time of ours also, which is 
directly or indirectly indebted along all lines to the ancient 
culture of the Euphrates valley. 

In the beginnings, commerce would be restricted mainly 
to the home-land, but it gradually spread outwards, taking in 
many countries, and giving the lands to which it extended an 
impetus in the same direction. In the time of Sargon of 
Aldcad (3800 B.C.) we find the Babylonians trading as &r east 
as the idiores of the Mediterranean Sea^ and perhaps, as some 
think, extending even to the island of Cyprus. From the 
period of the firet dynasty of the dty of Babel (2300-2000 
B.C.) there comes to us a great deal of information regarding 
the conditions of the times, given to us by business tablets, 
xoyal and private letters, and especially by the famous Law- 
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code of Hammiirabi (probably ihe Ammphel of the Abraham 
story), which was didoovered a little over two years ago. These 
show us a husj commercial people goyemed by laws^ strict 
and severe yet on the whole very just. There is a postal system 
for the conveyance of correspondence between the vaiions 
cities, and the great number of letters so far found show that 
the system was extensively employed. In the 14th century 
B.C., from the Tel-el Amama tablets, letters which were sent 
from Babylonia, Assyria, Palestine and Cyprus to Akhenaiten 
king of Egypt, the postal system is seen to be extended to the 
whole west land, and a continual interchange of commodities 
went on between these nations. From about 2000 to 800 B.C. 
our sources of information about the business life of the com- 
munity are much fewer, but from the latter date to the dose 
of the history of Babylonia there are many thousands of busi- 
ness tablets, a great number of which came from the ruins 
of the strong room of the great banking house of the Egibis. 

The Babylonians were exceedingly methodical in their 
business operations, every transaction being formally recorded, 
signed and sealed, and a copy taken by eadi party. The wiit^ 
ing material was clay inscribed on by a stylus. A tablet of 
soft day was prepared, and upon it the transaction was written 
out, and signed by the contracting parties, and their witnesses. 
Any one unable to write impressed his thumb nail upon the 
clay, the name being written by another. Men of standing 
had seal cylinders of hard stone, on which were engraved the 
owner's name and coat-of^rms, this was run across the soft 
clay leaving the seal impression. If the matter were unim- 
portant the tablet was allowed to dry in the sun, otherwise it 
was baked in a kiln, giving a very permanent record. The 
tablets were generally small, large ones being hard to bake 
well, bat a great deal of writing could be puit on one. They 
themselves sometimes used a magnifying glass. In the case of 
an important document which might be tampered with, it was* 
carefully enclosed in a case of soft clay, upon whidi the whole 
agreement was again written and signed. This was then baked^ 
and in case of any dispute the outer shell would be broken off, 
and the original read. An envelope of this kind was also used 
for letters sent by mail, but only the address was written on 
the outside. 

At first business would be all merely barter, bat very soon 
silver and gold began to be used. The metals were in bars* 
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which had to be weighed at every transaction, bnit after 600 
B.C. the bars were sometimes stamped, and thnfi became car- 
rent coin. The money table wes, 

60 ahekeld 1 minn^ 

60 minas 1 talenit. 

The talent was rarely used in ordinary affairs, the mina 
and the shekel being the regular weights. Gold coins were 
not in common use, silver was the common medium. So much 
was this the case that the word for silver, Uke the Scottish 
word siller, is also the word for money. A noemorandum of 
the time of Nebuchadnezzar the Great shows the relative vs^lues 
of gold and silver at that time to have been about eleven to 
one. 5^ shekels of gold are exchanged for 55^ shekels of 
silver, but three of the gold weights are worn and deficient in 
weight. There has been found a mina weight, which states it 
was made from the standard weight of Nebuchadnezzar; the 
weight is about 2 lbs. 2 oz. The silver mina was worth about 
$45, the shekel about 75c. Payments in grain were made in 
the gur or qa; the qa being about three pints, the gur 180 qaa. 

But business is continually requiring ready money, and 
farmers would often have payments to make before the crops 
were ready for the market, hence borrowing was largely re- 
sorted to. The professional money-lender goes back to very 
early times. The regular rate of interest wes one shekel per 
mina per month, or 20^. In ancient times the rate may hare 
been a little higher, aud in Assyria which was not a com- 
mercial nation the interest was sometimes as high as 33^. In 
the times of the Neo-Babylonian Empire, and after the Persian 
Conquest the normal charge was 20j^. Very often it was lower. 
In one contract of the time of Nebuchadnezzar the interest is 
16f^, and in another it is down to 10^. A Babylonian con- 
tract dating from the Assyriau period has the interest as low 
as o^, but this may be because of depressed conditions due to 
the political troubles; for probably the same reason, a member 
of the Egibi firm lent a sum of money to a man and his wife 
without interest, only stipulating that it should be repaid when 
the land was again prosperous. 

The interest was reckoned at so much per monrth, and in 
early times was probably collected monthly. Latterly it was 
paid annually, and was then often at a somewhat lower late 
than the normal 20^. In some transactions it is agreed that 
the interest shall be charged only after a certain date so that 
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in one way or another the large intereBt was in many cases 
modified. Still a man in debt could easily go from bad to 
worse. Especially was this the case with the farmer. The mer- 
chant had, it is true, many risks to run, especisiUy in the 
foreign txiade, but there was always the chamee of enoirmoas 
profits such as the agiioulturiat oould not hope for. Between 
the heayy taxes, the statute laboiir required to keep the ir- 
rigation canaJfi in repair, an,d the danger of poor crape tiie far- 
mer's life was no easy one; if to all this a beavy intereet were 
added, it could easily become a hopelees struggle. A law in 
tihe Ck)de of Hkmmuiiabi, however, seeane to mean thisut if a 
farmer^s orope were a failure, his debts could not be collected 
that year^ nor did he need to pay interest. 

Gradually the money lender developed into a large bank- 
ing house carrying on a widespread financial business. Tlie 
beet known house of this kind was the bank of Egibi, estab- 
lished in Babylon before the time of Sennacherib (705 B. C), 
and which existed down into the Persian period. After Baby- 
lonia achieved her independence of Assyria (626) the family 
became the Rothschilds of their time. There are records of 
other banks contemporary with the Egibis but of less import- 
ance; of the firm of Murashu and Sons a considerable nuaniber 
of documents have been found. This bank was not in the 
capital but in a provinoiai town. There is some evidence of 
such houses as far back as 2000 B. C. The most of the illus- 
trations of the business carried on by a banking house in the 
ancient empire which I shall quote, will be from the records 
of the Egibi Bank. 

To begin with, however, I shall quote a note given before 
the time of Heimmujabi (2250 B.C.) : " Kisnunu, son of Imur- 
sin has received IJ oninas of money (silver) from Zikulun on 
which he will pay 12 shekels of money as interest. The capital 
and interest are to be paid on the day of the harvest as 
guaranteed.'^ A number of the documents of this eaiiy time 
refer to the loan of grain, some of the loans being made by 
temples, which were probably the first banks. 

The banker always sought to have full security for his 
loans and took mortgages on land, houses, slaves or other pro- 
perty. In the mortgage there is genera,lly a clause giving the 
creditor first daim. " 1 mina 18 shekels money wihich LiMut, 
son of Itiru, owes to Parshu, son of Nadin-aplu, son of Egibi. 
Interest shall be one shekel per mina per month. In the month 
Tashrit (September) will he pay. His goods and the property 
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he bas in company with his brother is security for Idblut. No 
other creditor shall have any claiDoi until the debt is poid.'^ 
Another with more ex»ct definitions is " 2 mdnas money is due 
to Nirgal-rizna^ the slave of Marduk-balatu, son of Bgibi, from 
Bilit-^taBhfihi^ eon of Andahar^ and Sini-bana hi^ wife. Their 
house which is in Hubur street^ between the houde of Nadin, 
son of Hununu^ and the house of Nabu-aihi-iddin, son of Bubu 
is security for one mdna; house rent there is none^ interest 
there is none. The interest on the other mina shaU be 12 
shekels per annum. No other creditor shall have any claim 
until Nirgal-rizua has received his 2 minas. The one for the 
other guarantees. From the 2nd Marcheswan will the interest 
on one mina be reckoned.^' 

In case of bankruptcy the secured creditor was paid in full 
firsts and what was left of the aasets was divided aonong the 
other creditore. Thus when a mazi named N«ibu-eipal-iddin was 
forced to make an assignment, the creditors took possession of 
his property and sold it, receiving 12 minas. Of these, eleven 
had to be paid to satisfy the claims of preferred creditors, 
leaving only one mina for the others. The Egibi firm handle 
the matter and pay creditors, seemingly acting as assignee, as 
they do not appear to have had any claim against the estate. 

The bank also received money on deposit. One documeat 
is a receipt given to the Egibis by the secretary of Girai, a 
slave, for 4f minas and interest, in all 6^ minas, which were 
owing Girai by the bank. His secretary gives the receipt and 
returns the note given by the bank. It is interesting to notice 
that one party is a slave who is banking a large sum of money, 
and who has a private secretary of his own, a freeman, who acts 
as his agent. It is quite a common thing for an agent to act 
as with power of attorney for a principal, giving receipts and 
transacting business in his name. Belshazzar, the prince men- 
tioned in Daniel, was an energetic man of business, but always 
acted through an agent. This prince .seems to have been a 
private banker; he oertainly lent money on mortgage. He also 
carried through some large transactions in wool. 

In 565 B. C, a woman named Gugua and her son deposit 
5 minas 2 shekels with the Egibis, the interest to be i shekels 
per month per mina. This is but 13Jj^ so that it would seem 
as if the bankers gave a lower interest than they demanded; 
stiU other agreements show the Egibi bank paying the normal 
20ji. This Madam Gugua is evidently a woman of resource. 
In the following year (554) there is a deed in which she makes 
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over to her son a ooDsid^isbk amount of her property, some 
of Tv'hich is deposited wiXk the Egibis while the rest is leui to 
v^oious pairties. Th-e son a^ees to provide his mother with 
food and clothing as long as she lives, and undertakes not to 
alienate any of the property. Fifteen days kvter she exeoufted 
another deed, which shows that in the meantime she (had got 
married again, and to her new husband she makes over centain 
moneys, which are however to rem&in on deposit in the bank 
as long as she lives, and if ahe survives her husband they are 
to return to her. One would like to know what the son thou^t 
of aoii this. 

One receipt given by the bank has a peculiar clause in- 
serted in it, which evidently means that neither the depodt, 
nor any part of it could be held for any claim against tke 
depositor. He has the right to demand cash payment in fuQ. 
This is perhaps to guard against the bank buying in any of 
his notes. 

Payment by check was fallowed, thus one tablet is a check 
given by a man to his brother with wihich to pay for certain 
dates. It was a very common thing to pay through the bank. 
Personal securities were also given, the one guaranteeing that 
the other, the debtor, will pay within a certain time. Some- 
times the security is against the debix>r fleeing the country. 
The technical term is the graphic expression, ^'to loose the 
foot of the debtor out of the hand of the creditor.*' *^ For the 
foot of Nabu-zir-lishir, son of Bit-usallim, out of the hand of 
Gimil-Shamash son of Marduk, Diditum daughter of Nabu-zir- 
lishir goes security. If he should leave the country, Diditum 
will pay the 35 gur of dates which are due/' Here we have a 
daughter going security for her father. 

If a debtor failed to pay, and had no assets, the creditor, 
or surety who had had to pay for him, could get an order from 
the court securing to him the person of the debtor, who then 
had as a slave to work off the debt. An act in the Code of 
Hammurabi decrees that such a slave could not be held for 
more than three years. Certainly the law of 2250 B. C. was 
much more humane and Christianlike than the law in Christian 
England in 1780 A.D., when a woman died in a Devon jail 
after an imprisonment of 45 years for a debt of £19. 

Even when a mortgage was foreclosed the debtor fre- 
quently had power to redeem. Some agreements state that 
if the debt be not paid by a certain time tiie pledge belongs to 
the creditor, e.g. t^e Egibis in 509 B.C. lend 3 minas on two 
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slayes^ and stipulate that if the money be not repaid by the 
20th Nisan^ the alaves become the property of the bank. In 
Fom« agreements power to redeem after f oredoeure k barred. 

I^otes were evidently negotiable. They were often made 
for a certain time; one held by the bank in 503 was for two 
months. When a debt was paid the note signed by a debtor 
waA returned to him. If the note were not at hand^ by haring 
been transferred^ or put in eaiekeeiping, an interim receipt was 
given. On the 10th Nisan, 510 B.C., the bank settles an 
aocount against it of 11 mdn^ 43^ shekels, the creditor givea 
an interim receipt and undertakes to hand over the original 
instrument in ten days. The Babylonians were exceedingly 
strict about receipts. The Code of Hanmmrabi instructs 
agents to give a receipt for all goods received and to get a 
receipt for all money paid over. 

A common form of mortgage gave the creditor the use of 
the secuidty in place of interest. An example has already been 
quoted, where the slave Niigal^rizua lends two minas, taking a 
hoiffie as security for half tiie debt; he pays no rent for the 
house and gets no interest on the one mina. The bank on one 
occasion took a field in this way, but the agreement stipulates 
that if the field do not produce enough to meet the interest 
the debtor shall pay the balance, and if it produce more than 
the interest the bank is to hand over what is in excess to the 
owner. 

A mortgage could be given es secuidty. Bunanitu, an 
enterprising, business woman, in partnership with her husband, 
— ^as we leam from her evidence in a lawsuit she had with a 
brother-in-law after she became a widow, — in 546 B.C., lent 36 
shekels taking as security a chattel mortgage on a slave. Soon 
after, she evidently finds herself in need of cash, and borrows 
30 shekels giving as security her mortgage on the slave. The 
owner sells the mortgaged property with two other slaves, for 
2 minas 50 E(hekels, to a buyer who aote through the Egibi 
house. The bank pays Bunanitu 35 shekels thus releasing her 
mortgage; she in turn pays the 30 shekels she owes and re- 
ceives back her mortgage; the bank then pays the balance to 
the seller taking from him, however, a receipt in full for the 
whole sum of 2 minas 50 shekels. 

The Babylonian bank did not handle money merely, but 
also all kinds of real estate and goods. Mortgages. would be 
foreclosed, or interest and debts paid in kind; also a bank 
seems to have acted sometimes as agents for a temple, a great 
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deal of wiioee income was in kind. In one way or another tihe 
\mk lUGbd alwaya a great deal of poxypedy on its luandis wbioh 
had to be made more profiitable. A very common procedure 
was to go into partnership with some person or personB. Some- 
times the bank supplies all the funds, and as i^eeping partner 
receives half of the income. If the active partner brings in 
any money they share proportionately, and a certaan sum is 
taken out before the sharing is done, evidently as salajy for 
the managing director. Sometimes the bank binds the parties 
thus financed to go into no other business except the one they 
carry on with the bank, and to give their wihole time to the 
enteirprise. In some cases tiie merchant agrees to pay a cer- 
tain annuflil interest for the use of the money. 

Frequentiy the bank gives a stock to a merchant with 
which to trade, the bank receiving either an annual interest 
in money, or a share iu the proceeds; thus the Egibis gave 100 
gur grain, 50 gur dates, 60 jars of spices and the use of a houee 
to two peitners, one a slave of the lender, the other a freeman, 
for three years ait a rent of 2 mdnas per annum. On another 
occasion the bank gives 57 gur dates, and receives a share, the 
principal to be paid back in three years. One agreement 
records a partnerehip between an Bgibi and Bil-ikisa, a member 
of a rival and smaller house, each party puitting in 50 gur of 
daites. Why the important bank of EJgibi should enter into 
partnership with a minor house in a littie affair Mke this is not 
clear. It may be a union of agencies in a small place. That 
they had agencies and correspondents is most likely; the affairs 
they financed were practically agencies. The members of the 
firm travelled widely, many of the tablets being dated from 
distant cities. 

The bank possessed a great deal of real estate which it 
rented. House rent was payable half yearly, the term days 
being at the first and at the middle of the year, that is in 
March and September. In a case of arrears of rent, one tablet 
gives notice to a tenant to pay up and quit. In the lease the 
tenant generally undertakes to make minor repairs as they 
are needed, if greater repairs are done by the tenant the land- 
lord makes compensation at the expiry of the lease. Farms 
were sometimes rented for a fixed sum, but more often on 
shares. The Code of Hammurabi provides that if a fanner be 
lazy or negligent so that the farm does not produce as much 
as it should, the landlord's share is to be determined by the 
average crops raised on the neighbouring lands; a four thou- 
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sAiid year old hint at the singk-taz theory. In buying a house 
on one oooasion, a member of the Egibi firm gave 6 flhekeLs 
to the wife of the seller; this ia said to be in accordance with 
an old custom. In another tablet, a lease, the banker directs 
that the money be paid to his wife, bnt whether the house was 
part of her dower, or was given to her for pin-money, is not 
stated. 

A favourite article of property for mortgage was a slave. 
Of those the Egibi firm possessed a great many. They fre- 
quently hired them out, at so muoh a day or month, or if the 
slave was promising they would set him up in business. It 
was thus possible for a slave to earn sufficient to buy his free- 
dom. On one occasion 2 mdnas are lent to a slave girl who 
wanted to set herself up in business. The occupation is not 
stated, but very likely it was to open a hotel, the keepers of 
which were often women. Another lees creditable transaction 
is where a female slave is either the keeper or an inmate of a 
house of ill-fame, the bank receiving three-fouiths of her in- 
come. Young slaves were often apprenticed to a trade; in one 
indenture the bank binds a elave to a weaver for five years, 
the master undertaking in that time to teach the youth the 
whole trade, or else pay a heavy fine, the bank meanwhile sup- 
plying him with food and clothes. 

The bank was also an owner of cattle. Oxen and especi- 
ally cows were frequently rented out for a certain time for a 
certain sum. It was also muoh interested in shippings pos- 
sessing a number of vessels. One tablet records the hiring 
of a captaiin for one of these at 8 shekels a month. A rather 
interesting document is an agreement between a shipping 
company and a temple, in which the shipowners agree to pay 
a regular premium to the priests, who on their part are to 
read the signs of the sky and keep the company informed of 
the weather probabilities. 

The bank also became security for others, e.g. it guaran- 
tees the payment of a debt to the king's aon, giving the prince 
first daim on certain property. One tablet found is a bail 
bond upon which a prisoner had been released from jail. The 
giver of bail does not seem to have been an Egibi, although 
the bond is lodged with the firm. It was a regular practice 
for cuBtomers to store their valuable documents in the bank's 
strong room, where they were kept in jare. Hence many of the 
documents unearthed in the ruins of the bank have nothing 
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to do with the business of the house. For example one is tbe 
deciaion of the Supreme Court of six judges in the oase of 
Bunanitu already referred to. Another is a will whidi a man 
has made in favonar of his fbther. It would almost seem as if 
the will had been drawn up by the bank, and witnessed by 
some of its members. 

Natturally such widespread interests necessitated many 
appeals to 1;he law^ and the Babylonians seem to haye been 
fond of a ^' guid-ganging plea.'' In one important dispute 
instead of going to law an arbitraitor was called in^ and his 
finding is given in full. In one dispute between two men^ 
probably heirs^ oyer some money deposited in the bank^ the 
bank declares tihat ooi a certain day it will hand the money 
over to the courts, or if it fails to do so it will pay interest to 
the plaintiff. There was a large " connection '' of the descen- 
dants of Egibi the founder of the house, and they had many 
law suits with one another. 

With some of its customers the bank had an agreement 
thait accounts should be balanced periodically, but this is seldom 
arranged for. A day book of the bank has been found, as also 
some of its statements to customers. 

It will thus be seen that banking in Babylonia did not 
lack variety, and I trust I have said enough to give some idea 
of the extended business ventures undertaken by individuals 
or fiioDB in that ancient kingdom. 
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CAN A NEUTRAL LEND MONEY TO A BELLIGEEENT? 



THAT money may become contraband of war^ if remitted to 
a country for its assistance in conducting a campaign, iB 
of interest at the present time when Japan and Bussiai foe 
both likely .to be seeking the sinews of war from neutral 
nations. 

The London Economist gives the following advice to those 
contemplating affording monetary assistance to the belli- 
gerents in the contest now raging in the country " east of 



Neither reason nor authority can be opposed to the state- 
ment that it is a grave breach of duty for a neutral Stote to 
give or lend money to a belligerent one. When Chancellor 
Kent says that " even a loan of money to one of the belligerent 
parties is eonsidered to be a violation of neutrality/' he em- 
phasizes the feet that he is referring to public loans by citing 
Pickering's instructions of March 2, 1798, to Messrs. Pinckney, 
Marshall, and Gerry as to a proposed loan from the political 
representatives .of a neutral State to a belligerent one. Under 
such instructions, the American envoys declined to consider 
the application of Ihe Directory for a loan of thirty-two 
millions of Dutch florins to France, then at war with England. 
A neutral Power has no right to guarantee a loan issued by its 
belligerent friend. 

Usage has entirely discredited those writers on the law 
of nations who have attempted to give an unreasonable and 
impracticable extension to the forgoing rules by denying, 
directly or by implication, to individuals composing a neutral 
community the exercise of a right withheld for obvious reasons 
from the State as such. Bluntschli claims in direct terms not 
only that a State must abstain from the making of loans for 
war purposes, but that the rule is equally applicable to loans 
negotiated by private individuals. Phillimore, after criticising 
Yattel, opposes both classes of loans as ''a manifest frittering 
away of the important duties of the neutral,'' a conclusion t0 
which Halleck definitely subscribes. Calvo, while admitting 
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that all loans made during war are illegal, holds thai as the 
neutral State can not control the aets of individuals in certain 
commercial transactions^ it can not be held responsible for 
their consequences. PhJllimore and Halleck rest their conten- 
tion mainly upon the dictum of Lord Chief Justice Best, who 
expressed the opinion in De Wuitz vs, Hendrick, "that it is 
contrary to the law of nations for persons residing in this ooun- 
try to enter into engagements to raise money, by way of loan, 
for the purpose of supporting subjects of a foreign State in 
arms agadnst a Grovernment in alliance with our own/' The 
statement then follows that a like case had recently been 
decided "in which the Lord 'Chancellor entertained the same 
opinion as myself, and in which he is stated to have said that 
English Courts of Justice will not take notice of or afford any 
assistance to persons who sel; about raising loans for subjects 
of the King of Spain, to enable them to prosecute a war against 
that Sovereign; or, at all events, that such loans could not be 
raised without the license of the Crown/' The rule thus laid 
down by the English Courts, declaring it to be illegal for in- 
dividuals to radse money by way of loan to assist subjects of 
a foreign State, so as to enable them to prosecute a war against 
their own Government, while the latter is in amity with that 
of the lenders, has been expressly affirmed by the Supreme 
Court of the United States. And. yet the fact that money is 
an article of commerce, whose transmission can be so mani- 
pulated by private individuals as to baffle all attemipts upon 
the part odf Governments to control it, has made necessary the 
rule exempting them from the neutral duty of interference 
when the transaction is merely a commercial one, providing 
for the bona fide payment of reasonable interest. 

Vattel, clearly perceiving the real difficidty, ev«n in his 
day, drew the distinction between a case in which money is 
loaned in the ordinary course of business " for the sake of 
gaining an interest upon it," and a case in which a loan is 
made with a definitely hostile purpose. And so when Can- 
ning, in 1823, called upon the British law officers (including 
Copley, afterwards Lord Lyndhurst) for advice as to the 
legality of loans and subscriptions " for the use of one or two 
belligerent States by individual subjects of a nation professing 
and maintaining a strict neutrality between them," the reply 
was made that, while voluntary subscriptions of the kind in 
question were inconsistent with neutrality, ^' loans, if entered 
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into merely with commercial yiewe^ we think, according to tiie 
opinions of writers on the law of nations, and the practice that 
has prevailed, that they would not be an infringement of 
neutrality/' In accordance with that unquestionably sound 
view, Mr. Webster, in the United States, declared in 1842 that 
^^ as to advances and loans made by individuals to the Gk>vem- 
nient of Texas or its citizens, the Mexican Government hardly 
needs to be informed that there is nothing unlawful in this, so 
long as Texas is at peace with the United States, and that these 
are things which no Government undertakes to restrain. Upon 
that basis the bourses of the world are open to the traffic in 
money as merchandise.'* During the Franco-Prussian War the 
French Morgan loan and a part of the German Confederation 
Loan were issued in England, and during the American Civil 
War the loan of the Confederate States was taken without 
interference in London, Frankfort, Paris, and Amsterdam. 
Such bonds, secured by cotton, ranked higher for a time than 
those of the United States. 

Such articles as money, metals, cotton, and clothing, not 
in themselves contraband, may become so under circumstances 
substantially the same ba those that impart to provisions a 
noxious ohiaracter. While money may be lawfully sent to a 
belligerent country for the purchase of goods or for the pay- 
ment of debts, its consignment for the purpose of assisting 
belligerent operations authorizes its treatment as contraband. 
Upon that ground the Supreme Court of the United States 
held that the general commanding at New Orleans during the 
Civil War was justified in ordering the removal from a Bussiatt 
vessel, outward bound, of silver plate and bullion believed to 
be intended for the promotion abroad of the interests of the 
Southern Confederacy. During that contest it was also held 
that cotton was contraband because it took the place of money. 
As Mr. Bayard expressed it: '^ Cotton was useful as collateral 
security for loans negotiated abroad by the Confederate States 
Government, or, as in the present case, was sold by it for cash 
to meet current expenses, or to purchase arms and munitions 
of war.'* 
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STERLING EXCHANGE. 



By request, Professor Flux of McGill University, has writ- 
ten the following revieiw of Mr. Patterson's article : — 

For moet of the ordinary purposes of exothange business, 
a reliance on tables, mther than on processes of direct calcular 
tion of the results required, is justifiable. The vast majority 
are content to deal with rates of sterling exchange in this way, 
and to rely on tables of equivalence of Canadian and currency 
quotations. Even these may find the simple rules contained 
in Mr. Patterson's article of interest, and familiarity with them 
might render them not less diffiicult to use than ithe tables actu- 
ally employed. Some there are who wish to know as much as 
possible about the basis on which these tables are consrtructed, 
and for them the article in question will possess something 
beyond a curious interest. The working rules supplied are 
almost startling in their simplicity. How is it that such simple 
processes can afford results of substantially precise accuracy? 

As Mr. Patterson points out, the dollar, in reference to 
which Canadian quotations are exipressed, is valued at 4s. 6d. 
sterling. This is nine-fortieths of a pound, and the reduction 
of currency to Canadian quotations is obtained by multiplying 
the former by 9 and then dividing by 40. The Canadian quota- 
tion being given as a percentage premium on the conventional 
par, the result of this arithmetical process has to be multiplied 
by 100. These two operations may be combined into one, 
giving the rule set out in the article, namely, to move tiie de- 
cimal point of the currency quotation one place to the right and 
then multiply by 9 and divide by 4. The inverse process trans- 
forms Canadian into currency quotations. 

In practice, the rates dealt with rarely fell below 4.80, or 
8 per cent, which is its equivalent. We may, therefore, confine 
attention to the variable part of the quotation, the figures fol- 
lowing the first two of the currency quotation, that is, the 
excess of the rate over 8 per cent. The process of multiplying 
by 9 and then dividing by 4 is equivalent to multiplying by 144 
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and then dividing by 64. Hence, multiplying by 144 gives the 
number of sixty-fourths over 8 per cent. This multiplication 
may, of course, be done in two stages, by multiiplying by 12 
and then again by 12. 

But the figure 144 is ounibrous to handle, and it is useful 
to notice that it is equal to 1008 divided by 7. Thk does not 
differ much from 1000 divided by 7. The work may, therefore, 
be reduced to multiplication by 1000, — i.e. removing the de- 
cimal point three places to the right (which brings it to the elid 
of the TOW of figures constituting the quotation, as ordinarily 
gfiven), — and then dividing by 7. This simple rule, of division 
by 7, is one of the most striking results oflEered by Mr. Patter- 
son. The preceding shows how close to precise aocuoracy the 
result must be. We have written 1000 for 1008. To obtain 
absolute exactitude in our result, therefore, we must increase 
it by eight-tenths of one -per cent, of itself. The correction 
will always be trifling, and need not, generally, be calculated 
with painstakiQ^ predsiolL The article contains statements 
of hoiw the allowance may be made in practice. 

Others of the simple arithmetical rules given by Mr. Pat- 
terson rest on principles as simple, and as easily demonstrated, 
as the above. We have thought it worth whHe to call attention 
here to the way in which the rules be gives may be arrived at 
in a simple way from recognised data. The apparent arbitrari- 
ness of rules, supplied in a form available for use, corresponds 
to nothing aiibitrary in reiality. After a study of this article, 
there should remain nothing mysterious about the Canadian 
quotations of sterling exchange. 
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QUESTIONS ON POINTS OF PBACTICAL INTEBEST. 



REPLIES may be obtained^ through this oolumn only, to en- 
quiries of ABsociari;es or ettbecribeiB from time to time 
on matters of law and banking practice^ under the adrioe of 
couDsel where the law is not clearly establiished. 



Bestrictive Endorsement 

Question 67^9. — Can a holder for value of a cheque, note, 
draft, etc., restrict his endorsement when item has already been 
endorsed in blank by (payee, by endorsing it " payable to order 
of' John Smith, a subsequent holder, and must John Smith 
endorse it to make it negotiable. 

Answeb. — ^Yes; see Section 34 (4) of the Bills of Exchange 
Acrtl 

Bills for Collection — Duty of Bank in Bespect to Warehousing 
and Insuring Goods. 

Question 580. — ^When a bank holds a time draft for col- 
lection duly accepted, with documents attached to be given 
up on payment, and the goods arrive before the maturity of 
the bill, is it tiie bank's duty to have the goods warehoused 
amd! infiured if 'the acceptor is not prepared to pay the draft 
before maturity ? 

Z, In the event of the goods being decoyed and the ac- 
ceptor being worthless, would the bank be reeponsible to its 
principal for negligence in not hiaving the goods warehoused 
and insured ? 

Answeb. — (1) No. 
(2) No. 

Cheques— Practice when same are Stamped ''Paid" in Error. 

Question 581.— (1) A draws cheque on his banker and 
forward to B in the ordinary way. When the cheques airriveB 
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ai his bank for payment it is perforated ''23709 PAID'^ 
The cheque is presented through the Clearing House. Should 
A'-- banker pay the cheque, or should the presenting bank be 
made to guarantee ? I enclose you a cheque to shoiw the 
condition in which it was presented. 

(2) A gives cheque to B, or beairer. B endorses it over 
to C or order. Is it necessary for C to endorse cheque be- 
fore payment. 

Answbb. — (1) The cheque need not be paid in the ab- 
sence of satisfactory proof that it was perforated '' Paid " in 
error, or a sufficient guarantee being given. 

(2) Not legally necessary, but peirh&ps advisable. 

When is a Bill Discounted f 

. Question 682. — (1) When is a bill diaeounted ? 

(2) After the Manager had agreed to 
discount a bill, an irregularity in the bill is noticed. Gould 
the bank refuse customer's cheque for amount of proceeds with- 
out incuring liability ? 

Answeb. — ^A bank would not incur any liability through 
dishonouring a cheque to meet which their customer had left 
an irregular bill — but they should at once let their customer 
know of the irregularity so that he could have it rectified. 

Account opened hy Administer of Estate. 

Question 583. — ^A dies leaving a balance to his credit. 
B is appointed special administrator of estate of A hy ^Ji order 
ot Court, under which authority C bank ipays the balance of 
A's account to B, who wishes to open an account in his own 
name, "** B special administitator of estate of A deceased. '^ 

(1) Would the bank incur any liability in the proper dis- 
tribution of the funds by paying cheques on an account opened 
under the above title, in the event of B misappropriating the 
funds or in any way wrongfully distributing them ? 

(2) Should not C decline to open an account under the 
above heading but agree to open it ''B Special Administrator" 
simply. The inference being that after the funds arewith- 
drawn from A's account, the opening of the account by B as 
*' Special Administrator ", comes as fresh business, and apart 
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from the fact that B has been satisf actorly identified to the 
bank, ia it not incumbent upon the bank to know how B came 
with the money, which of course^ may or may not be the exact 
amount of A's balance ? 

Answeb. — (1) No. 

(2) We oonsider it immaterial. 

. . Deposit Receipt Payable to Two Parties — Sufficiency of 
Endorsement. 

Question 584. — ^Referring to Question 669, Vol. 11, and 
to Section 84 (2) of the Bank Act. 

In the case of a reoeipt being drawn to John Jones and 
Adam Smith, without the addition of the words ^'or either 
of them'^ would the endorsement of one be a sufficient re- 
lease xmder the aboTe Section of the Act. 

Answeb. — ^Endorsement of one we consider sufficient. 

Presentation before Protest — Duty of Notary, 

Question 585. — ^The notary of bank, A. is in the habit 
of pioteeting notes and cheques payable at bank B without 
anyone from his office presenting for payment. The notary 
claims if he can show presentation was made by an officer of 
bank A that is eufficient.,. 

Can Bank B insist on presentation by the Notary or by 
someone known to be. acting for him. Notes payable at Bank 
B have been protested and Bank B knows nothing about their 
going to protest ? 

Answeb. — The notairy should make presentation, and all 
parties concerned are entitled to expect that such is done. 

Wheat in Fartner^s Possession . as Security — His Pledge not 

Valid. 

' '.QUESTION 586.— Would a farmer's "owm pledge'*, o(a 
wheat stored in his own granary be a legal security to a bank 
under Section 74 of the Bank Act? If not^ is there Any way 
that a bank can acquire the rights and powers in respect to 
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the wheat as security for aoi adrance that they would acquire 
by wrtue of a warehouse receipt? 

Anbweb. — ^A farmear^s pledge would not be a valid secur- 
ity under Section 74 of the Bank Act. • ^ 

{To Questioner — Balance of this question should be referred 
to a Manitoba solicitor.) 

Bill Presentation — When Acceptance Conditionally Refused — Is 
Protest Necessary. 

QfUESTiON 687. — ^A bill was recedved by a bank for col- 
lection. On its presentation the drawees state the relative 
goods have not arrived and that they will not accept the draft 
until they have the goods. In tHe absence of any inatructions, 
must the bank protest the bill for non-acceptance^ or will it 
be reMeved if it promptly notify the bank from which it r^ 
ceived the bill? 

In such a case is protestation a rigid rule or discretionary? 

Answeb. — In \he Province of Quebec protest is necessary. 
(In the other provinces a foreign bill must be protested. The 
holder may notify such drawer and endorsers of an inland bill, 
and such notice will be sufficient. ' See Bills of Exchange Act, 
section 51.) 

Counterfeit Notes — Duty of Tellers in Connection Therewith. 

Question 588. — ^A bank teller in Canada receives from a 
customer a United States note which he knows to be a coun- 
terfeit. Has the the right to mark the word " counterfeit *' 
on the face of the note, or is he obliged to return it to the 
customer? In the latter case there is the danger that the pub- 
lic or possibly some other bank will make a loss on the no*e. 

Anbweb. — Section 62 of the Bank Act only refers to 
counterfeit and fraudulent notes issued in the form of a Dom- 
inion or chartered bank note and intended to circulate as 
money. It is not clear that '* Bank Note " in this connection 
Is wide enough to cover a United States note. 

' It may, however, be noted tshat by Art. 420 of the Crim- 
inal Code ''Bank Note'' includes United States notes, and 
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by Art. 424 it is an indictable offence to have such a note in 
one's posession, knowing it to be f oi;ged, and a teller theie- 
fore in stamping such a note as counterfeit would incur no 
greater risk than he does under Art 62 with regard to a Dom- 
inion note or a note of a Canadian bank. 

There is no obligation to deface a counterfeit United 
States note, nor can there be «ny liaibility if it is a counterfeit. 

Savings Bank Account — Can a Matured Bill he Charged 
Thereto. 

Question 689. — A. has a saving aocount, and gives a note 
payable at the bank where he has his account. Has the bank 
any right to refuse paying the note, unless they get his ordei 
to charge it to his savings account. Could not the bank be 
held for costs, if the note was protested, providing he has 
funds? 

Answeb. — Such a note is not a proper chaige against a 
savings bank account. 

Endorsement of Incomplete Note — Position of Premature 
Endorser. 

Question 590. — ^A note is made by A payable to B, and 
endorsed by C before B endorses it, and is discounted after the 
endorsements are complete at the bank. The bank knows 
the facts as to the order of endoreement; can it recover from 
either or both endorsers? 

Answeb. — This is the case of the Canadian Bank of Com- 
merce versus Perram; 31 O.R., 116, but with the note in the 
ihands of a subsequent holder. 

When C endorses the note he may do so either with the 
object of guaranteeing its payment or perhaps without effect 
at aU, because the instrument is at the time incomplete. 

In England and Scotland (Vide Steele vs, McKinley, 2 
A.C., 1880, p. 764) the law required a writing in a paaiicular 
form in order to hold a guarantor who was not held as such 
merely by the endorsation. He was not a party to the note 
nor was he liable as a guarantor; {Vide also Canadian Bank 
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of Commerce & Perram, 31 O.B.^ p. 116^ eaid Jenkins ft 
Coomber, 2 Q.B., 1898, p. 176). 

In Quebec the guaranteeing of ft note by endoreing it 
WBB recognized. 

But for our BJllfi of Exeihai^ Act this question might 
have to be eolved in one way for Quebec, and in another way 
for the English-speaking proyinces. But it apparently puta 
C in the same poeition in all the provinces, by putting the 
quad endorser or party '' par aval '' in the position of en 
ordiniary endorser. 

The bank's title to the note is not in question, but only 
C's liability as an endorser or quasi endorser. His defence 
is probably a personal one within Section 38, sub^ec. (b) We 
think the bank could recover from either B or C. 



Digitized by 



Google 



BAELY NOTIONS CONOEHNING BANK NOTES. 

We republLsh, by reqneat, the following funny stories 
illustrating some early ideas concerning the notes issued by 
banks: — 

The story has been oft repeated of the Irish mob, who be- 
ing incensed at the officers of a bank for closing its doors, 
sought revenge by gathering together all the notes of the bank 
they could lay hands upon and with them creating a bonfire; 
but the following episode having its origin nearer home, found 
in an old number of Harper's, is equally wori;hy of preservation. 

About the beginning of the present centuiy, the old Bank 
of Albany, since defunct, then presided over by thirteen dis- 
tinguished representatives of fatherland, issued its first cir- 
culating notes. Immediately after their receipt from the 
printer an a^pplication for a loan of a few thousand dollars was 
made to the bank, by a drover well known in Albany for his 
ability and finazK^ial soundneas. 

The loan was *' passed '^ by the Board, and the cashier 
ordered to pay the money, Vho, like a faithful officer, be- 
tbouglit himself as to what kind of money he would pay — 
whethier their own currency or gold. The cuirrency was new; 
80 he re-convened the directors at once, and laid the subject 
before them. Chairs were drawn to the greait fireplace, ttiir- 
teen clay pdpes w«ere lighted, and discussion ensued upon the 
proposition to pay out the new currency. No aatisfaatory con- 
clusion was likely to be arrived at, until the following speech 
was made by one of the number: 

" Gentlemen of the Board : These bills of ours, received 
(to-day, have cost this bank a large sum of money. The 
engraver, the prints the papermaker, and incidentals, all have 
Ibo be paid. The thougbt of these expenses, so justly incurred, 
does not stagger me in the least; for the bills are very fine and 
an ornament to the bank. But, gentlemen, when it is pro- 
posed to send these new bills into the far West, there to be 
traded for cattle, torn, soiled, and perhaps utterly destroyed, 
I, for one, most solemnly protest. I venture this moment, 
gentlemen, to assert the opinion that should you be so unwise 
as to allow these new bills to be sent North and West, beyond 
Lansingburg, Schenectady, and away to the other side of Utica 
(^ I understand this man proposes to take some of them), you 
will never see them again so long as the Bank of Albany has 
an existence or a name.'' 

The motion was lost, aaid the gold was duly paid. 
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COBRESPONDENCE. 

To {he Editor of the Canadian Bankers' Journal. 

Re Proposed Bankers' Institute. 
Sib, 

For the information of your readers vrho are interested in 
the formation of the proposed Bankers' Institute, I regret to 
say that, owing to the want of unanimous support of the banfcs, 
the committee appointed to assist me in forming an Institute, 
have been obliged to abandon the idea, and the contributions 
so generously given by some of tihe banks have been returned 
to them with a letter of thanks for their willingness to assist 
in the enterprise. 

The aims and objects of the , proposed Institute have 
already been set forth. The chief purpose, apart from making 
the proposed association a centre for bank officers where they 
could meet after business hours, would be to enjoy the advan- 
tages of personal intercourse with congenial friends and in- 
cidentally obtain that professional knowledge so essential to 
those engaged in a business closely identified with character 
and conduct in aU its branches. Bearing in mind that many 
of the young men in the banks of Montreal are strangers in the 
city who have not the opportunity to become members of dubs, 
this Institute would afford an agreeable resort with superior 
attractions to w<hat they could find elsewhere. The proposed 
recreation rooms would, it is confidently expected, meet this 
requirement, admirably. 

Paramount, however, would be the instruction and train- 
ing of the younger members of the banking profession by 
gentlemen qualified by ability and experience to give sudh in- 
struction, and to point out how the desired training could be 
best acquired. It is needless to say that the advantages which 
would accrue to the members from such addresses cannot be 
too greatly emphasised. 
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One of the general manageiB in giving his support to the 
scheme, wrote as follows: — 

'^ The importance of the proposed Institute fully warrants 
'' the generous expenditure, and I only hope that the jmembers 
" of our staff will take advantage of the opportunities the 
'' Institute will afford. It does seem to me that our men 
'^ generally lack interest in the theoretical part of our work. 
** No fault can be found with the practical or routine work, 
'' but every young man ebouid realize that the banking pro- 
^' fession is something more than bedng a mechanical machine 
^^ for the production of certain results and figures, an intelligent 
"interest in the theoretical as well as the practical part of 
" banking would make their calling a delight, where, I am 
*' afraid, it is now often more or less a drudgery .'' 

It was also intended to thoroughly furnish the rooms and 
form a solid nucleus for a libmry from which city and also 
country members could borrow professional works not easily 
obtainable in the ordinary way. 

In the midland counties of England — to say nothing of 
the laiger centres — ^generous donations were made for a period 
of five years, not only by the local banks there, but also by 
head offices of banks in London, end these Institutes are now, 
really, self-supporting. 

It is a matter <d regret for the reasons aibove stated, that 
we are unable to successfully establish the proposed Institute, 
owing to the unaccountable apathy and indifference of certain 
banks whose interests are as much concerned in the success- 
ful establishment and existence of an Institute of this kind, as 
the banks which so generously and promptly responded to the 
request for financial assistance. I cannot conclude, however, 
without expressing the hope that, at some future time, the 
banks will unanimously extend their support, so that the project 
may be developed on the lines already indicated. Experience 
of its benefits would, I am sure, prove its necessity. 

Your obedient servant, 

J. Gillespie Mttir, 
Fellow of the Institute of Bankers, London. 
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SOMETHING ABOUT BEBMUDA. 



"fiuTcly no on« who has the opportixnlty rtiould omit to 
traveL The world belongs to him who has seen it ". 

Lubbock. 

The increasmg interest taken by travellera in BennudA 
may exciifie the writer ^f or inflicting upon your redders the fol- 
lowing sketch of the delightful semi-tropical islands to which 
so many Canadian bankers now resort in eeainch of health or 
for a mid-winter vacation: — 

It was in 1882 that business carried me for the first time to 
Bermuda, Of the voyage to the islands, too much neglected 
by Canadianfi in search of i^ecreation ground, it is not my in- 
tention to write. It has been my lot during a hdtherto busy 
life to make many journeys by land and sea^ and some of them 
have not been uneventful; but an army of writers, clever and 
otherwise, have described in books of travel and adventure all 
that is apt to befall ordinary passengers. 

The object of this sketch is to draw attention to what 
may be seen and done in Bermuda. Have you, my chance 
acquaintances, ever read Mark Twain^s "Idle Excursion?'' 
When reading in the Bermudas the account of the American 
humorist's visit to the islandis, I realized how much of the 
enjojment of perufiai of the same writer's " Innocents Abroad " 
must be lost to those who havie not been able to travel through 
Europe after the fashion of the passengers in the steamer 
Quaker City. How much must the quiet satire of Mark's 
dtescription of the Turkish lunch be heightened for those who 
have partaken of such a meal, and how much more crooked 
must that street in Damascus seem to those who have wan- 
dered through its mazy labyrinths, and later read the allusion 
to a possible sense of humour in that apostle who wrote of it 
as the street called straight. 

I make this reference to the " Innocents Abroad," because 
I feel that justice has not been done to that book by those who 
regard it as a volume of fun alone and not as a guide book to 
things worth eeeing and also remembering when dodng Europe, 
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So, in the same way, in the pages of ** An Idle Excursion/' 
underlying the humour therein, is a .faithful record of what 
every visitor to the Bermudas should see and observe closely, 
each in his or her own fashion, during a visit to those islands 
of sunshine and flowers. 

I find on the back of a photograph of the islands, pur- 
chased in 1882, these my first recorded impressions of the 
Bermudas: 

" Tblfl viem merely glvee you an i^ea of a ^roupjoif islands em you 
see them from the top ot a hJCjOk itx>wer, and does not convey to tlie 
Blind the sllffbrtest tanpreeslon at the almost marvelkms cotora of sea 
and sky, and the really eye-dazzUns eftects of the white roads, 
whiter houses, brilllanit pluma«red birds o€ scarlet and blue, and 
sweet-scented roses of every shade of pink and red. Bermuda is 
somethinflT more than the market garden of Now York and Boston. 
"TiB the ihome of a people far removed from the cares of dally bust- 
ness; troubled with letters only once in a liortnigbt; knowing nothing 
of telegrajms from neighboring cities and cabieir^'Anis from abroad; 
and In all the indolence begotten of seclusion and sunshine, breaith- 
Ing an atmosphere so full of ozone (and ondnos, when in season), 
thsut the nattives live to a disgracefully old age, and a death seeans 
sudh a rarity that the relatives of a Bermudlan who does contrive 
to run the risk of reaching a better land usually contrive to pop the 
foolhardly traveller out of sight *neath the cedar trees ere his friends 
are able to atasembto for the funeral. To expire at 4 a.m. means a 
planting of the expired one at noon sharp. But the plaoe is so 
aggravatlngly pretty that I can alonost Imagine a hardy Northerner 
might in itinie be found kmglT^ for the pine wood^ tbe rivers, and 
the grey tints of CSanadlan scenery." 

And now let me tell of the Bermudas as I first saw them 
after a voyage of three days from Halifax, N.S. After crossing 
the Gulf Stream we had given tweed clothing and overcoats 
into the custody of bedroom stewards, to be stowed away until 
our return, and we appeared on dteck in all the summer glory 
of Mght clothing and stiww hats. It was early morning, and 
the sea and sky were of uniform blueness, so peculiarly beau- 
tiful that I have never seen the same faithfully reproduced by 
any artist save my friend Riley, who, living in Bermuda for 
somie years, had time to wander along the southern shore, and 
in perfect quietude study the Bermudian waters as contrasted 
with the grey rocks, the dull green of eage bu^h, stunted cedar, 
and wild grape trees which lend to this part of the islands a 
romantic attrajctiveness quite ind»escribable. 

As I reached the deck, I saw that the eteamer's bridge was 
occupied by a burly black pilot who had boarded the vessel full 
twenty miles ft-om the treacherous reefs, the outer edges of 
which wte were said to be fast nearing. Away in the hazy 
distance was Bermuda. Seen from the deck of a vessel, on a 
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calm^ fiunny mornings the clump of islands looked like a big 
white taWe-eloth dropped down on the blue ocean. 

I have listened to many discussions about the Bermudas. 
I have heard them described €Ub a pinnacle of thie lost Atlantis; 
as a table land of corai, supported on pillars likely at any 
moment to be unniennined by the action of the waves; as a 
ledge of rocks^ into thie crannies and crevices of which enough 
wind-blown soil has settl-ed to give earth room to the crops of 
onions and tomatoes; as a three-years* prison house for march- 
ing regiments of the British army; es the winter station of the 
North American Squadron of the British fleet; as an El 
(Dorado for pihotogmpheiB. 

Bermuda may be any or all of these. But these lovely 
islands are also to tourists and oocasional visitors, during the 
months of February, March, April and. May, a veritable fairy- 
land — a r^on of perpetual delight to the eye, and pleasure to 
the other senses. 

Stay beside me on the deck of the Beta and look at the 
ever-changing scene as we thread our way though the winding 
buoy-marked channel leading into St. Georges. Nearin^ the 
coast, we can gaze down into the blue water to suidh a depth 
that it would hardly surprise one to see the bottom of the 
ocean, with its wealth of coral caves and marine plants, and the 
mermaids of song and story. And what is this? Can any- 
thing be more soothing to the senses of a Northern visitor to 
theae Soutthem waters^ aocu£ri;omed, as he is, to the grey and 
neutral tints of everything — breezy-looking clouds, and dark, 
foam-tipped wavet-r-than to behold (as he rounds tha fiirst pro- 
montory of rock, with its single cedar tree silhouetted in sharp 
outline agaipst -the cloudless background), a surface of un- 
broken blue water, hardly rippled by the. softest of summer air, 
and then to observe rising out of this wonderful water what 
looks, when seen from the deck of a ship just entering port, 
like a town built out of white, maitble. 

. And now .we are alongside the quay, and a landing stage 
ia constructed by the running out of two immense beams by an 
array of colored men, who, straddling the same, are soon 
onfpaged in planking a gangway for passengers and cargo by 
lashinjg boards from beam to beam. 

If the editor of this journal would permit me to so en- 
•RToaioh upon has space, I would like to describe some of the 
street scenes of St. Georges— the donkey cart driven by a 
loquacious colored lady of uncertain age but no uncertain bulk. 
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whose work in life is the carting of luggage to the hotel; the 
enn-browned subaltern, who has just strolled down to meet 
** Jones of Ours*' and condole with that poor youth upon 
haying to put in his time in such a " blasted hole *' as Bermuda; 
the colored urdhins lolling about in the eun, a group of pic- 
turesque idleness carved in ebony, and clothed in a little cotton 
and a lot of straw; the barouch'e filled with happy looking^ 
Ameriioan tourists, who have just driven across the causeway 
from Hamilton to " do '* St. Georges after the systematic way 
of their sight-seeing countrymen; some foreign sailors from 
that Italian barque seen in the stream as we entered, one of the 
numerous "lame ducks'* driven into Bermuda by stress of 
weather. 

But I must hasten to Hamilton. For the information of 
any one contemplating a trip to Bermuda let me here say that 
the tourist whose landing place chances to be St. Georges can- 
not do better than to see St. Georges before starting for the 
only other town, Hamilton, in reaching which, by carriage, he 
will pass across the celebrated Causeway. 

During the visitor's sojourn in St. Georges, and the ride 
to Hamilton, he will obtain ample evidence of the historical 
interest attaching to the Bermudas €is one of the oldest of the 
Crown Colonies. 



I purposed including in this article a description of all 
the places of interest in and about Bermuda. But here is 
the editor reminding me that his columns are not a hundred 
yards long. 

I wanted to quote Twain's description of Hamilton by 
night; hie reference to the value of the onions in the eyes of 
good Bermudians; his whimsical regret over his inability to 
pick overshoes oflf the india rubber tree; and the distress of his 
friend over the whiteness of Bermudian roads. 

And then I purposed adding to the notes of " An Idle 
Excursion " the discoveries of one who knows Bermuda better 
than even the observant Mark Twain. 

Yes, but for this obdurate editor, I could grow warm 
again in praise of the bits of Fairyland diaooverable during 
rambles through Pembroke and Warwick, the glories of the 
palm trees, and the "buming bush" — a tree, when in full 
bloom, resembling a large umbrella of the most flaming red 
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tint; the viefW from GibVs HHl Lighthause, from whence one 
sees the vast ocean in all directions, and far, far below, the 
am&ll islands comprising the Bermudas; the extraordinary 
caves; the once celohrated Dry Dock at Ireland Island; and the 
rainbow tinted angel fish, to be seen in the pond at the Ameri-^ 
can Consul'a. 

I also wanted to tell of the speedy Bermudicm yachts, and 
of the very inteiesting races I have witnessed between the 
Julia, Emerald, NameUiu, Dauntless, Undine, and other ancient 
flyers. 

I could hav^ made a pen-pkrture of the finish of that race 
for a Cup given by the Princess Louise during her residence 
at Bermuda, when, after sailing the usual triangular course of 
12 miles, three of the ^Mudian sloops rounded the stake-boat 
at the finish so cloee together that a special committee had to 
be appointed to decide " what boat won/* And how yachts- 
men the world over will whistle to hear that the winning yacht 
of the race referred to was only seventeen feet along the keel, 
and yet carried a forty-two foot mast on the day of the race, 
and had her mainsail laced thereto. 

However, let me before I close my eyes upon the beauty 
of Bermuda, recall a bit of thQ south shore. Whenever my 
mind travels back to Bermuda all other recollections of the 
islands and people fad*e away when a bit of the southern shore, 
dear to artists and lovers of the beautiful, passes before my 
mental vision. I am familiar with the coast scenery of several 
countries, and yet, when I recall what I have seen — the white 
cliffs of Dover, near my birth place, on the coast of Kent; the 
stretches of yellow sand at; some seaside resorts across the 
English Channel; the quaint shore line of Holland; the rocky 
outline of Newfoundland; the sand hills at the mouth of 
Ghesajpeake Bay, Virginia; the really pretty bays and inlets 
seen when driving from Halifax to Mahone Bay in July — all 
these are forgotten when that bit of Bermuda, the " South 
Shore,*' is referred to. 

How few are the visitors to Bermuda who, during their 
stay at the " Hamilton " or the ; '* Princess,*' ddsoover Sie de- 
lightful resorts to be found on the south shore. 

On my first visit to the islands, I walked from Hamilton 
to the spot I want to describe. Leaving a lane shaded with 
overhanging trees, and fringed on either side with oleander 
bushes, save where low stone walls overgrown with feathered 
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ferns and cushioned moss marked tihe boundary oi some estate, 
I stnick a footpath through a grove of oedar trees, sldA, skirt- 
ing one of the onion patches found all over the islands, saw 
before me a tangled growth of wild grape trees, and then a 
scene which no dream of the tropics described in song or book 
of travel can ever efface. 

Stretched out before us lay the sea, blue, nay, bluer than 
the sky above, its sheeny surface free, far as the eye could 
reach, from sign of sail. Down at the base of the rocks, twenty 
feet below, was a long stretch of sand, upon the soft surface oi 
which we almost expected to see traces of the marvellous blue- 
ness of the surf lazily breaking at long, long intervals. The 
air was heavy with tropical warmth and quivering with the 
murmur of the see. As I recall the south shore of Bermuda, 
1 sigh in sheer happiness. What nests we found there I Caves 
formed by the overhanging growth of the wild grape trees 
shutting out some of ^ the glaring simlight aaid bathing the 
delicious scene in a mellow shade as we lay like renegades from 
civilized life, and gazed on the everlasting sparkle of the oceam, 
and pulled at our pipes, and regretted that we could not dwell 
for ever in such a home as this bower of wild grapes on the 
south shore of Bermuda. 

JoHK Knioht. 
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EDITORIAL. 



The Montreal Clearing House figures for the half year 
ending June 30th, when compared with corresponding period 
of 1903, show a reduction of eighty-six millions three hundred 

and twenty-three dollars. With the exception of 
Outlook Winnipeg, the returns from the other Clearing 

House cities of the Dominion exhibit a marked 
decline in the volume of business, and, although the signs of 
the coming depression in trade may not be so manifest as to 
create alarm, they warrant mercantile and manufacturing in- 
terests in abstaining from embarking in any extensive under- 
taking until the outlook is more clearly defined. 
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In the United States where ndlroad earnings are aocepfced 
as a fair barometer of trade oonditions^ decrease in the profits 
of the leading railwiays has been for some months oontinuons 
and heavy, and the financial journals of New York and Chicago 
point to the large increase in company deposits, the accumula- 
tion of idle money, and the lack of interest in the stock market 
as the signs of a dullness not likely to disperse until at least 
after the presidential election. 

The condition of many large industrial concerns in 
Canada, and knowledge of the financial and business affairs of 
our neighbours surely warrant careful preparation on the part 
of Canadian banks for any contingencies. 



The daily recorded transactions at the Stock Exchanges 
of the leading cities in Canada and the United States show 
BtotkM inactivity of a quality unlike anything witnessed 

and for many years. Declines in prices for all sorts of 

BaenritfM securities have been so extensive that there would 
seem to be a fear arising of a coming decline in the industrial 
activity and general trade of the continent. 



The leading financial journals of New York and Chicago 
state that despite quieter business and ^' the effects of preferen- 
tial duties with Great Britain,'* the trade of the United States 

with Canada continues to increase. The exports to 
^^i*** this country for ten months of the American fiscal 

SSe?2tatei ^^^^ aggregated $104,164,521 against $98,466,473 

in the same period of last year. The imports, how- 
ever, for ten months declined to the amount of $3,723,000. 

The development of domesftic Canadian industries is ad- 
mitted to have checked the growth of American exports of cot- 
ton goods, leather, provisions and butter. 
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" I regard the sold standard as firmly and irrevocably esta/b- 
llshedi, and* ahall act acoordinsrly if the action of the Conventian 
to-day shall be ratified by the people. 

As the platform is silent on the subject, my view should he made 
known to the Convention, and if it is proved to be unsatlefactory 
Do the majority, I requeet you to docline the xunnination. for me 
at once, ao tihat another may be nominated before adjournment." 

Alton B. Parkbr. 

The message sent by Judge Alton B. Parker to the Demo- 
cratic party in the ITnited States, although it has caused but 
little comment in Canada, possesses much interest for our 
^ people. It establishes the gold standard beyond 

M«moraUe dispute, and the business world may now safely 
Message regard free silver as a dead issue. 

Judge Parker's message is intensely interesting for an- 
other reason. It enables Canadians to watch the coming presi* 
dential conflict without uneaainesB, knowing that whatever 
may be the result, the stability of the financial system of our 
neighbours is not in jeopardy, and that the presidential chair, 
whoever may be chosen to fill the same for the next four years, 
will be occupied by, to quote the New York Evening Post, " a 
real man," Heferring to Judge Parker's action in boldly 
notifying his friends that he would not accept the greatest 
honour his countrymen could bestow unless it were extended 
to him on terms squaring with his convictiouB regarding the 
gold standard, the same paper says : ** Bryanism woe pierced to 
the heart when the Judge wrote his astounding, his exhilarat- 
ing, his conquering telegram/* Begardless of the personal and 
political aspect of Judge Parker's act, his message comes as a 
guarantee to investors in American securities that never again 
will their intereste be imperilled by the silver-tongued gentle- 
man who in 1896 induced so many thousands of his countrymen 
to believe that free silver would make them rich, and that the 
poor were being crucified on a cross of gold. 

The London Times, in an editorial, praises the courage and 
candour of Judge Parker, and says: — 

The colomess of his candlda/ture hsd made it seem possible at 
one time that be would finally erive place to some other man pos- 
sessinir well-known and strongrly marked characteristics like those 
of Cleveland. Now hia position has entirely chansred. By a single 
act of tihat courage w^loh so often is the truest political wisdom 
Justice Parker bas placed himself amongst the most striking in- 
dividualities in the public life of the Unioou 
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Amid <the heat and turmoil of a political convention, In circum- 
atances twihich all i>ointed to conkpromise or acquiescence, at a 
moment when his candor imperilled his whole future career. Justice 
Paiicer Ihas not (been afraid to speak out. He has made his own 
terms and dominated the party machine. He ffoes into the contest 
inoomrparably strengthened, and the effect of his action will be 
felt all through the Democratic ranks. 



Whatever uneasiness may be felt in business circles by 
reason of the disturbed state of the labour market and the un- 
satisfactory condition of some new enterprises in the extreme 
east of the Dominion, a feeling of confidence must 
^e^^^ prevail when scanning the reports from the wheat 
lands of the Great West. The glorious prospect 
of another splendid harvest ought to dispel the fear of the 
future, engendered by rumours of financial disturbances else- 
where. The prospect of a good crop of grain forms a solid 
basis for great expectations. The movement of the wheat 
means activity on the railroads; and when those engaged in 
agricultural pursuits are reaping the rewards of their labour, 
the mercantile community share therein, owing to the natural 
stimulas given to the trade of the Dominion. 



Edouard Surveyer's article published in this issue of the 
Journal, is interesting in the extreme, answering, as it does, 
<the question as to the responsibility of banks and trust corn- 
Deposit panies for valuables entrusted to them for safe 
Boxes keeping. 

and their Those who receive remuneration for becoming 

Contents depositaries of securities, etc., probably know the 
extent of their liability in the event of their inability to res- 
tore to the owner his property. But a review of the obligations 
of banks, trust companies and safe-deposit companies, for the 
purpose of ascertaining the nature of the contract between the 
bailor and the bailee is most timely, when one reflects upon the 
immense value of the property consigned to the custody and 
protection of others than tihe owners. 

With the establishment of trust and deposit companies, 
it is no longer necessary for banks to accept the custody of 
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valuables for their customers^ and there can be no excuse for 
a bank gratuitously undertaking to safeguard anything other 
than its Ofwn treasures. 



Prudent economy, frugality, and thrift are the distinguish- 
iog characteristics of the Canadian habitant, and these good 
qualities €^e, evidently, also possessed in an equally strong 
Franco degree by the people of France. A recent instance 

and of their large aiccumulation of capital, and of their 

Vr^^e^^ty consequent investing power may be found in the 
prompt absorption of the Bussian war loan which amounted to 
$150,000,000. The bulk of this amount is said to have been 
taken by small investors who subscribed for sums varying from 
the equivalent of $100 up to $300. 

Eef erring to the readiness with which French money was 
drawn from its hiding places to be loaned to Bussia, Brad- 
streefs Journal says: 

" Not a little comment has been caused by the fact that the recent 
Rnasian loan was sacceasfnlly placed in France, in the face of the news 
of aeriona reverses by the Czar's forces in the'llast. It is, however, 
pointed out that the readiness of French investors to subscribe for the 
new Russian bonds was not altoirether a matter of political sympathy, 
as many have supposed, but was the outcome of an effective use of the 
regular machinery which governs the investment market throughout 
France. The large banks and financial houses in that country exercise 
an enormous influence over the ordinary investor. Not only I** :t cus- 
tomary for such establishments to virtually make themselves responsible 
for the safety of the investments they offer, but they take a much more 
active part in advising their clients and regulating their financial affairs 
than is the case here or in Great Britain. It is the custom in that 
country for the large banks not only to give advice to their customers 
about securities which they consider desirable and safe purchases, but 
it is also customary for them to advise sales of any security if their 
managers arrive at the conclusion that it would be the best course to 
pursue. The ffreat French banks are well managed, and the ndvice they 
give is generally for the advantage of the investors who intrust their 
interests to them. It will thus be seen that the concerns which took 
up the Russian loan and offered it to the French public were in a posi- 
tion to influence an immense mass of capital, and the presumpjtion is, 
furthermore, that they received assurances that whatever might be the 
outcome of the war, Russia's payments on its external debt would not 
be affected. It is furthermore estimated that at the present time the 
accumulation of unemployed money in France is Imager, if anything, 
than at any previous period In the country's history, which goes far 
toward explaining the ease with which Russia's borrowing was effected 
there, despite the general impression which prevailed in this country, 
and at Lonodon as well, that FVench investors were surfeited with the 
securities of the republic's imperial ally." 
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In connection with the publication of Professor Shortt'e 
"History of the Canadian Currency" now appearing in the 
JouBNAL, the gifted writer proposes to extend same to the 
mitoryof period when the General Bank Act of 1881 became 
t]i6 Canadian law. Professor Shortt will then bring his interest- 
Onmnoy ijjg compilation to a close with merely a summary 
reference to the few changes since that time, idthough ,the 
recent economic expansion of Canada has much modified the 
relations of . our banks to the economic needs and financial 
stability of our country, yet the most interesting features are 
really present day problems in process of being worked out, 
and therefore do not properly belong to history. 

We are glad to learn from Professor Shortt that he intends 
to publish his "History of the Canadian Currency '* in book 
form. It should find a place in the library of every bank and 
banker. 



The unsatisfactory Alaska boundary award awoke Canadian recol- 
lection of the still more unsatisfactory Ashburton treaty in l^tS, and 
Canada is inclined to determine the whereabouts of her northern line 
Latoador ^^^ herself. In connection with that process she proposes 
andHndson ^ establish her exclusive rights in and power over Hudson 
Bay Asmln ^^^* ^^® question to which we have referred to as " squatter 
^ ^ sovereignty " arises from the fact that hitherto Canadians 
have made no effort to profit by the opportunities afforded by the region, 
while American whalers have for many years operated profitably in 
those waters, virtually unmolested, and have established themselves in 
winter homes on the land. The Laurier bill proposes a license fee to 
be enforced against all aliens whaling in those waters or using the Can- 
adian shore for trying out blubber obtained at sea beyond the three mile 
limit The mission of the Neptune is to ascertain the conditions and the 
extent of American activities in the vicinity. The Canadian attitude 
opens a possibility that another conmiission will be necessary at no distant 
date. If Canada shows a strong inclination to stand by her claims, a 
highly interesting situation is likely to result— ^ei© York Sun. 

In October of last year we directed attention to the de- 
spatching by the Department of Marine and Fisheries of a 
Dominion government expedition to the Hudson Bay. With 
Mr. A. P. Lowe, of the Geological Survey Department, on the 
steamer Neptune, when she left Halifax, Nova Scotia, sailed a 
small body of the North Wes^ Mounted Police. The businesa 
of Capt. Moodie and his men of the N. "W. M. P. was, we ven- 
tured to assert, to prevent any future dispute as to our proprie- 
tory rights in Hudson Bay, to remove all doubt as to what flag 
should float in the Labrador region, and to make dear to 
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squatters of every nationality found in the Hudson Bay Terri- 
tory that the land they live in is, however, remote from the 
seat of government, part and parcel of the Dominion of Canada. 
That Canada should evince a disposition to assert proprietory 
rights in Hudson Bay, to manifest an intention to maintain 
said rights, seems to amuse the New York Sun. Possibly the 
paper in question is hardly deserving of serious notice. But 
the comments it makes upon the situation revive the rumour 
that the United States contemplate claiming fishing rights in 
Hudson Bay. It is not outside of the realm of possibilities, 
absurd as such a claim may seem, that Canada may yet be con- 
fronted with a bill of damages for interfering with the Ameri- 
can whale poachers, followed by a request for a commission for 
the purpose of ascertaining if Oanada has ''squatter sovereignty'' 
over Hudson Bay, and that part of the Arctic Ocean which the 
New York Sun says ''lies between the 70th parallel and the 
North Pole.'' 



The growth of the desire for municipal ownership of the 
water supply system, gas works, electric light plants, and other 
public utilities of great cities makes the question one of absorb- 
ing interest. Where the exclusive use of public 
yr^jalp property is wanted by individuals or companies for 
the purpose of conducting enterprises connected 
with lighting, heating, and transportation, it is certainly worth 
while that people €rhould study the cooiditions brought about 
by municipal ownership. We gladly reproduce, by consent of 
the writer, an article from the pen of Mr. Martin J. Berg, an 
official of the First National Bank of Chicago, illustrating some 
of the results of municipal ownership in Glasgow, Liverpool, 
Manchester, Edinburgh, Dublin ,and elsewhere. The heavy 
taxation of banks and commercial corporations fully warrants 
thorough investigation and discussion of all questions connected 
with municipal affairs. Reduction of the expense of civic 
housekeeping would please every chartered bank in Canada. 

Although Canada is perhaps too young a country to con- 
template struggling with the question of municipal ownership 
of street railways, gas-works and electric light plants, and 
although the housing problem, even in Montreal, Toronto and 
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Winnipeg, can hardly yet be considered one necessitating public 
intervention, the securing of the best possible management of 
municipal affairs is of engrossing interest to the student of 
affairs. Mr. Martin J. Bergi finds in the rapid growth of cities 
good reasons for arguing that matters connected with municipal 
affairs should be regarded as of interest and importance. 
The good government of cities makes the question of mtmi- 
cipal ownierahip one of absorbing interest to bankers, and 
it seems a pity that their assistance cannot, apparently, be ob- 
tained for the purpose of helping to determine what are the 
"public services to which a municipality may wisely apply 
itself''. 

Mr. Berg's article bristles with convincing illustrations 
of successful municipal ownership, and he certainly shows that 
where the exclusive use of public property is required, the fair, 
just and reasonable methods of handling these utilities lies in 
public ownership. It is absurd to say that good administration 
of municipal affairs cannot be had. The experience of Bir- 
mingham, Liverpool, Glasgow and other cities is the answer to 
the advocates of private ownership of public property. 



It is evident that the encroachments made by Express com- 
panies into the banking field in the United States are no longer 
to pass unnoticed by the bankers of that country. The Ameri- 
can Bankers' Association has selected a committee 
^jy^i^jj*"**^ to devise a plan for the issuance of bank money 
orders, and it is expected that within a few weeks 
these orders will be on sale in every town and city in the United 
States. Complaints are also heard from Canadian bankers of 
the aggressiveness of the American Express companies, and it 
is not unlikely that some action will soon be taken for the 
purpose of determining the scope of their rights and privileges 
in this country. 
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The free circulation in Canada of United States money is 
the cause of frequent complaint among bankers and business 
men. SuggestiooB, some sound, and some senseless, for dririDg 
American money out of circulation are numerous. 
J^'^*^But as the responsibility of the United States 
^^'^ government for the issue of 8U<ch money cannot be 

questioned, and its consequent purchasing power is undeniable, 
ir is useless to expect that Canadians will be swayed by senti- 
ment in the matter of accepting the money of their neighbours 
in exchange for merchandise. There is not much in the argu- 
ment occasionally heard that American moftey should be re- 
fused by our people because of the disinclination of their Ameri- 
can cousins to accept the notes of Canadian chartered banks at 
their face value. It should be borne in mind that our banks 
issue notes of differing designs, and consequently it is easier 
to become familiar with the American paper currency than 
with that of the Dominion chartered banks. There is much 
to be said in favour of an arrangement being made by our banks 
with the Dominion government to replace American silver now 
finding free circulation in this country. The profit derivable 
from the seigneurage on the coinage and circulation of silver 
coin would repay the Dominion government for the expense 
incuTred in coUeotin^ American silver and shipping same across 
the border. 



The references made by bankers and others, to the cir- 
culation in Canada of American silver, and the numerous 
methods suggested for dealing with the difficulty, are merely 

echoes of the public feeling expressed through the 
^J^^ Boards of Trade nearly half a century ago. In this 

issue of the Joubnal, Professor Shortt tells of the 
time when the large amount of American silver in circulation 
was thought to be displacing the legitimate circulation of Can- 
adian bank bills, and the mercantile community were requested, 
by the Toronto Board of Trade, to give effect to a decree that 
American silver be subjected to a discount of four per cent. 
The agitation over the matter resulted in action being 
taken by the Government in 1870. Several banks agreed to 
collect American silver and deliver it to the government agent 
for a small commission. 
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The Bank of Montreal^ as the financial agent of the 
Govermnent, received, stored and disposed of the silver in 
New York, and Professor Shortt states, in his History of Can- 
adian Currency, that the total amount exported exceeded five 
million dollars, and that the consequent glutting of the New- 
York market with its own silver, necessitated shipping the last 
million and a half to England, where it was sold as bullion. 



It is worth noting that a recent decision of the Supreme 
Court of Georgia virtually says that, as the essence of forgery 
is the making of a false reading with the intent that it shall 

he received as the act of another than the party 
Forrary signing it, the misspelling of the name of the 

ostensible signer does not prevent the act from 
being a forgery. 



Those who watoh the movements in foreign exchange have 
been drawing attention to the fact that the thirty-two millions 
of gold received by the United States from Japan was trans- 
ferred to Paris as the purchase money for the 
co^^di^ Panama canal. As the French people were at the 
same time making a loan to the Bussian govern- 
ment, it would seem fair to infer that Japan has been unin- 
tentionally furnishing fundrf to be employed in prosecuting war 
against herself. 



Many years ago, one of the best of American humourists 
told a story of a boy who used to obtain peaceable possession of 
his little sister^B playthings by promising her "the first fifty- 
cent-piece he found floating down the river on a 
New grindstone '\ 

^^^ Commenting upon this promise of wealth, the 

humourist added : — " In all ages of the world this 
eminently plausible fiction has lured the infantile mind to 
financial ruin and disaster '\ 
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An adv^rtisemeBt lately inserted in a Montreal paper, war- 
rants the statement that the infantile mind frequently fails 
to keep pace with the growth of the body. Promising that all 
business transacted with him shall be "strictly confidential '* 
a self-styled ** banker *' publicly announces the opening of ** a 
new savings bank*' and tiiat depositors will receive six per cent, 
interest for their money semi-annually. 

Carried away by the possibility that the public may prove 
coy when confronted with this alluring six per cent., the bene- 
volent banker doses his advertisement by saying " no doubt this 
enterprise will be very successful *\ By whom the success will 
be scored is not so clearly set forth as are the rate of interest 
and the strictly confidential character of the dealings between 
this banker and his clients. However, we hasten to commend 
this new savings bank to the notice of depositors — and also to 
the authorities. 
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THE HISTORY OF CANADIAN CUERENCY, BANKING 
AND EXCHANGE. 



MK. GALT's new plan POB A PBOVINCIAL BANK OF ISSUE.* 

FROM very early days, the temptation to manipulate the 
currency of a country in the interest of a temporary 
increase of revenue, has appealed to impecunious ministers of 
finance, under whatever name, or by whatever constitutional 
authority they have performed their highly necessary, but us- 
ually unpopular functions. The history of Canadian finance 
furnishes no exoeption to the rule. Ifony sound arguments, 
it is true, may be advanced in favour of a paper currency issued 
on government credit, especially when redeemable in specie on 
demand. 

In Canada, from time to time, in more or less abstract form, 
both good and bad ai^guments had been presented in favour of 



• Chief sources : — 

Journals of the Legrislative Assembly of the Province of Can- 
ada;; with Sessional Papers, 1860-70. 

A History of Banking in the United States; by Wm. 6. Sumner, 
New York. 1896. 

Speech of Hon. A. T. Gait, Minister of Finance of Canada, 
on introducinfiT the Budgret of 1862. (Quebec, 1862.) 

Speech of the Hon. A. T. Oalt, Minister of Finance of Canada, 
on introducingr the Budsret, Ottawa, 1866. 

Sixty Years In Canada. By Wm. Weir, Montreal, 1903. 

The vHelations of the Industry of Canada with the Mother 
Country and the United States, Ac, &c By Isaac Buchan- 
an, Esq., M.P. Edited by Henry J. Morgan, Montreal, 1864. 

Money and Banking; a lecture; by Walter Arnold, Esq., 
Barrister. Toronto, 1862. 

Statements Relating to Trade, Navigation, Mining, Ac., of the 
Dominion of Canada; and Annual Report of the Commerce 
of Montreal for 1867; by Wm. J. Patteivon, Montreal. 1868. 

Statements Relating to the Home and Foreign Trade of the 
Dominion of Canada; also Annual Report of the Commerce 
of Montreal. Montreal, 1870. 

Hunt'9 Merchants* Magazine and Commercial Review; New York, 
1860-64. 

The Globe; Toronto. 1860-70. 

The Leader; Toronto, 1860-64. 



Digitized by 



Googk 



THE BJBT0B7 OF CANADIAN CURRENCY 309 

fiuctli ksnee. ' But, (as in the United States, they were neveir 
serioiLsly poraposed 'by piactioa!! politicians on their merits as 
monetary reforms. On every occasion they were brought f or- 
wfidd primaxUy as means for the relief of an embarrassed trea- 
sury, a principal than which none could be more vicious, as 
regaiids a country's real currency needs. 

Though Lord Sydenhaan's proposal for a government bank 
of issue was intended to meet the need for a more stable form 
of currency, yet, after all, that was only a secondary interest 
in his plan. The (primary object, at the time, was to meet an 
urgent necessity for increased funds to carry out the new pro- 
gramme of public works. 

Mr. Hincks, sa we have seen, found himself comipeUed to 
resort, temporarily at least, to the issue of a provincial currency 
as the result of the crisis of 1847-8. Mr. Gait, in the next 
crisis of 1857-8, by his new tariff, first roused the ire of the 
British public by taxing British manufactured goods for the 
benefit of the Canadian revenue, and next drew the adverse 
criticism of the Amerioons, because his tariff was regarded as 
an infringement of the spirit, if not the letter of the Recipro- 
city Treaty. Still in financial straits, he thought he saw an 
opportunity to gain a further revenue from the reconstruction 
of the currency system on the lines of Lord Sydenham's measure. 
As a question of policy, however, it was to be justified mainly 
as a response to the general demand for a reform of the bank- 
ing and currency system of the country. The official expression 
of this cry for i^orm was found, as we have seen, in the special 
report on currency and banking in 1859, and which criticized 
the careless chartering of new banks. Two of these banks had 
failed, and others were, with much reason, suspected of being of 
on equally speculative character. Mr. Gait thus appeared to 
consider that he had a sufficient mandate to justify him in re- 
constructing the currency and banking system of the province. 

The speech from the throne, at the opening of the session 
of 1860, foreshadowed more or less radical legislation on the 
subject of currency and banking. In March the Leader, the 
chief government organ, led up to the coming measure iby 
emphasizing the defects of the existing system of Canadian 
banking, defects, for most of which at least, the government 
itself had been largely responsible. The Canadian system was 
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represented as bath better and Tvorse than the American. It 
was not so good as that of the better E/astem banks^ but muoh 
in advance of the prevailing type of bank in the Weet. The 
Leader made mtucfh of that real defect in the Canadian system, 
the lack of nnif ormity in the value of the bank notes, owing to 
the discount in one part of the province of the notes issued in 
another. A single bank of issue, it was uirged, would furnish 
a paiper cuirrency which would be of uniform value throughout 
the country, for all the chartered banks would use the same 
notes. 

It was also urged that under the existing system there 
was no adequate security for the nMe holders, since there was no 
means of testing the accuracy of the returns to the government. 
The recent bank failures gave point to this argument^ and at that 
very time, as was soon to be proved, there were banks returning 
in their o£Scial statements as of fuU value numerous and impor- 
tant debts, some of which were very doubtful and others quite 
hopeless. The fact that the banks had all weathered the crisis 
of 1857-8 Without suspension, was held to be no adequate proof ' 
of their soundness. It was urged iihat a single government 
bank of issue would afford a natural remedy for the defects of 
the existing system and insoore stability of the provincial cur- 
rency for the future. 

A couple of weeks later Mr. Gait introduced a series of 
resolutions on the subject of a Provincial Treasury Department. 
The following is the substance of the resolutions : — 

1. In Odder to pla)ce the cuarrefncy of the province upon 
a soumd basis, it is necessary that, at as early a date as is consist- 
ent with vested interests, no paper or notes intended to droolate 
as money and supply the place of coin, shall be issued in Oanada, 
except where the redemption of them in specie on demand is 
guaranteed by the province. 

2. Pot this purpose it is expedient to establish a Pro- 
vincial Treasury Department, the notes of which, being redeem- 
able in specie on demand, shall be a legal tender, except by tiie 
department itself, and shall be the only paper money to be 
issued in the province. The profits on this issue shall be the 
provincial revenue, and the department shall be subject to 
the following provisions: — 

(a) The Treasury Department shall not lend money, or 
carry on the ordinary business of banking. Its operations shall 
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be limited exdusively to the issue and redemption of provincial 
bank notes and arrangements for the payment of interest on 
the piPoviiicial debt in EDgland. To this end it shall keep 
accounts only with the Beceiver-Oeneral^ the financial agents 
of the province in England, the chaortered banks of the province 
and the Bank of British North America. 

(h) So long as the total of the notes of the department 
do not exceed do^lkrs, the department shall hold one- 
fifth of the annual <aTeiage circulation in specie and one-fifth 
in government securities^ But when the amount issued exceeds 
that sum the government shall hold a further amount in specie, 
•or govermnent securities, or both, equal to the excess. The 
government may, for such purposes, grant the deipartment a 
credit on the financial agents of the government to the extent 

of dollars, and deliver to the department such amount 

of government securities as may be required. The government 
is also authocrized to use the moneys of the Consolidated Bevenue 
Fund for this purpose. 

{c) The management of the department shall be vested in 
six governors and a manager, to be appointed by the Qovemor- 
in-Council. One or more branch o£Sces of the department may 
be established at which notes will be redeemable. 

3. No bank shall hereafter be established under the Free 
Banking Act> which shall be repealed, except as to banks now 
operating under it. No bank not now in actual operation shall 
be allowed to issue bank notes, and any charter already passed, 
under which a bank ebaH not be bona fide established within two 
years of tlie date of the passing of the cdiarter, shall be nuH and 
void. 

4. It is exipedient to make the following provisions with 
respect to the existing banks: — ^TJnitil the expiration of liieir 
charters^, the banks may continue to issue notes under the con- 
ditions specified in the charters. But any chartered bank may 
surrender its privilege of issuing notes, and receive from the 
Treasury Department, as a secured loan, an amount of pro- 
vincial bank notes equal to its average circukiion during the 
previous tihree years; the average to be calculated for each 
month, so as to meet the periodic expansion and contraction 
of the circulation. The bank must pay the Treasury Depart- 
ment interest at the rate of three per cent, on three-fifths of 
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the eaid loan of notes^ and interest at the rate of four per cent 
jon anything in exceee of three-fifths when the average circula- 
tion for the month exceeds one-half of its paid up capital. 
Where the banks hold specie, an equimlent amount of notes 
may be deducted from those on which interest is to be c'haiged. 
The notes advanced to the b€mk by the Treasury Department 
will constitute a privileged debt and be a first ohaxge on all the 
bank's resources. Further, to be entitled to receive this note 
issue the bank must deposit in specie with the Treasury De- 
partment, one-fifth of its annual average circulation, and an- 
other one-fifth in provincial debentures, or Consolidated Mu- 
nicipal Loan Fund debentures. The total amount of provin- 
cial notes which the bank may receive shall not exceed one- 
half of its paid up capital. The acceptance of the proposed 
surrender of its note issue by any bank shall be optional with 
the Treasury Department. The chartered banks may make 
deposits with the Treasury Department, but such accounts must 
never be overdrawn, nor shall any cheque be drawn upon these 
accounts in favour of anyone other than another chartered 
bank. For any additional notes required, above what it is en- 
titled to under the foregoing conditions, and for all interest 
due the Treasury Department, the bank shall pay in specie, or 
drafts on other chartered banks, or in exchange, at the option 
of the department. In the case of banks surrendering their 
right of note issue, the bank tax shall be repealed and also the 
clause in their charters requiring a certain investment in gov- 
ernment debentures. 

5. The Provincial Government shall have authority to raise, 
by means of its Treasury Department, any portion of any loan 
authorized by law, by the issue of provincial exchequer bills 
bearing a rate of interest not to exceed four per cent, per an- 
num.. These bills are to be issued to diartered banks for 
amounts not lees than $5,000, payable on demand, or to private 
parties for sums not less than $2,000, payable one year after 
date. 

Such was the plan by which Mr. Gait proposed to intro- 
duce a reliable and unifomii paper currency, and at the same 
time derive a free loan from the country to the extent of several 
millions, less one-fifth of specie to be kept on hand, which specie 
would be obtained from the banks. The plan in its simplest 
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form wae eqiiivialeiit to an extension of the present Dominion 
note system to cover the whole note issue, or paper cur- 
rency of the oountry. It was, howerver, oonsiderably compli- 
cated by the existing bank charters, most of which would not 
expire until 1870. Though the plan provided for the voluntary 
surrender of their note issue by any or all of the banks, yet the 
inducements to do so were very negative indeed. It meant for 
the banks pretty much a voluntary surrender of the greater 
pert of what wias still their chief source of income. 

At this time the banks assisted the national finances by a tax 
of one per cent on a iportion of their note issue and by an invest- 
ment of one-tenth of their paid up capital in government secu- 
rities. By the surrender of all their note issue they were to be 
relieved from these conditions. But by taking the government 
note issue they would be required to deposit specie to the extent 
of one-fifth of it and government securities for another fifth, 
while for the remaining three-fifths they were to pay three per 
cent, interest, and in certain cases four per cent. Should the 
bank require more notes than half of its paid up capital it must 
purchase them by an equivalent in specie or exchange. Ob- 
viously the banks were not likely to regard with favour any 
such scheme, and we are not surprised to leam that, notwith- 
standing the efforts made to convert them to the new scheme, 
no single bank expressed a willingness to give up its note issue 
on the termfi offered. 

Though the general public were much more interested in 
questions of currency than during Lord Sydenham's time, yet 
they were not so certain that the proposed plan, even though 
aiding the national treasury and promising greater uniformity 
and security for the paper money of the province, might not 
bring other and more dangerous evils in its train. One of the 
objections to the government measure most strongly urged by 
the opposition, was the possibility for sinister political inter- 
ference. As a government institution it seemed to place in the 
hands of the party in power an instrument of political influence 
with far-reacihing consequences. Canadians still remembered 
the political agitations in the United States connected with 
their two great national banks. Moreover, the experience of 
the Canadian government in its financial alliance with the Bank 
of Upper Canada, details of which were gradually coming to the 

(b) 
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public ear, was not at all reessuirmg as to the wisdom of the 
Goveniiuont^s dealings with paper money. Others took more 
scientific ground in dwelling upon the danger of encouraging 
the Government to resort to the issue of a paper currency when 
in financial sirnits. 

In his speech in the Legislature in support of these re- 
solutions, Mr. Gait scouted the idea that the proposed Treasury 
Department could be in any way a factor in party politics^ He 
strongly emphasized the distinction between the currency and 
banking functions in the national economy, and maintained 
that the former fell within the legitimate sphere of government 
control, while the latter properly belonged to private enter- 
prise. He pointed out that during the panic of 1857-8, all the 
Canadian banks found it necessary to reduce the assistance to 
their usual customers in order to protect themselves, with con- 
sequent embarrassment or ruin to merchants and othere. With 
much less success, he tried to maintain that the proposed plan 
T^ould not diminish the elasticity of the Canadian currency, 
which from the first had been one of its most essential features. 
The object of the plan he described as the establishment of a 
mint of paper instead of a mint of gold, which was true enough, 
in a way, but fatal to the principle of elasticity. He proposed 
that the limit of the issue should be $10,000,000. As he also 
pointed out, the Free Banking Act had endeavoured to secure 
the object aimed at in this measure, but in a less thorougih 
manner. 

The more the plan was discussed the more its defects rather 
than its merits came to the surface. The bankers and other 
practical men familiar with the needs of the coxmtry, proved 
quite conclusively that the scheme woidd be fatal to the 
primary need for an elastic currency. Owing to the fact that 
the great staples of Canada were agricultural, and its trans- 
portation system periodically suspended by a northern winter, 
the differences between the late autuann and early summer 
issues of the banks amounted in normal years to npwaiids of one- 
fourth of the total circulation. In 1858 the bank note drcular- 
tion had ranged from $8,050,000 in May to $10,700,000 in Nb- 
vemiber. In 1859, from $8,100,000 in May to $11,800,000 in 
November; and in 1860, from $9,450,000 in May to $14,750,000 
in October. ' 
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Under the existing system, when not under the paralyzing 
influence of a crisis^ the banks furnished these large extra needs 
for currency at almost no expense or inconvenience to them- 
selves or the country. But under Mr. Gralt's scheme they would 
have had to furnish specie, or approved capital, to at least the 
extent of these differences, in order to obtain the extra amounts 
in government notes, yet much th^e greater part of the increase 
was needed for only thi^ee months of the year — October, No- 
vember, December. Obviously, then, the banks must have at 
command a much larger quantity of capital than they normally 
required for nine monilis of the year, and suffer the loss of 
profit on it for that time, or, ajusting their capital to the aver- 
age needs of the year, the whole trade of the country must 
siiJier severe injury for lack of currency to move the crops. 

As the discussion continued, this vital fact became more 
and more evident even to Mr. Gait, who at first had strongly 
criticized the cheap system of the Canadian chartered banks, 
with its wide fluctuations in circulation. A cheap system with 
wide fluctuations is undoubtedly dangerous in most cases and 
open to much theoretic criticism generally, yet in Canada in 
those dap, and even up to quite recent times, a cheap system 
with wide fluctuations is indispensable to the peculiar needs of 
the country, while not necessarily dangerous. 

When the proposed scheme was discussed by the Toronto 
Board of Trade, in the beginning of April, 1860, the president 
of the Board, Mr. W. P. Howland, who was also a member of 
the Legislature, stated that Mr. Gait was prepared to admit 
modifications in the details of the plan if the measure were 
admitted in principlo. The Board appointed a committee to 
confer with the banks and other moneyed interests, and, on 
the subsequent report of this committee, it was resolved to 
petition against the measure. At the same time the Board was 
still of opinion that the existing bank system might be con- 
siderably improved, especially in the matter of security, and 
admitted that GalVs scheme was not without its good points. 
The Quebec Board of Trade was of opinion that so imr 
pedant a matter should not be forced to an issue during the 
session, in which it was introdticed. 
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Finding the banking and commercM interests very gener- 
ally opposed to his measure, Mr. Gait took advantage of the 
suggestion that fuller tim'e should be allowed for the discussion 
of his proposals. On April 20th it was announced that, after 
the resolutions introduced by Mr. Gait had been discussed} by 
the House, they would not be further pressed during that 
session. The financial situation of the country having con- 
siderably changed during the following year, Mr. Gait fotmd 
it necessary to make more immediate arrangements to meet the 
urgent needs of the revenue. 

The Civil War having assumed serious proportions before 
the next session of the Canadian Legislature, in March, 1862,. 
the trade between the United States and Canada was very 
seriously affected. Imports from the United States were great- 
ly reduced. The provincial revenue suffered a redxiction. of 
nearly one-third, and Mr. Gait had to meet a deficit of over five 
millions on an expenditure of $12,500,000. Obviously this was 
beyond the immediate possibilities of his provincial note scheme. 
He therefore abandoned his measure for the reform of the cur- 
rency and fell back upon the last resolution of the series, which 
auithorized the raising of any portion of a provincial loan by 
the issue of provincial exchequer bills, bearing interest not to 
exceed four per cent. The bills were to be payable on demand 
when issued to the banks in sums of not less than $5,000 each,, 
and payable in one year when issued to the general public in 
sums of not less than $2,000 each. In 1862, he obtained 
authority to issue $4,000,000 of these bills. He proposed to 
allow five per cent, interest on them, and to extend their period 
to two years. But, in order to encourage the banks to hold 
them, and, quite generally, to promote their disposal and cur- 
rency, they were to be redeemable on ten days notice. 

Notwithstanding all the financial expedients of the Govern- 
ment, the finances of Canada remained in a very unsatisfactory- 
condition until after Confederation. In 1866, Mr. Gait, beings 
once more in power after an interval in opposition, and finding- 
a growing distrust of Canadian loans on the part of Britisih in- 
vestors, revived his plan for securing financial aid by tapping- 
the currency fund of the country. On this occasion he was 
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more successf ul, being able to make use of the Bank of Mon1>- 
real, which had in the meaatime become the financial agent of 
the Government. The dertailB, however, belong to anotli>r 
chapter. 

In the meantime the country had gone through several 
important financial experiences which considerably modified the 
views of the Canadian business world with regard to the pos- 
sibilities and limitations of paper money. In the interval be- 
tween Mr. Galt^s two provincial currency schemes, the American 
Civil War mn its course, greatly affecting the previous commer- 
cial and financial relations of the two countries Qind leading, 
among other things, to the abrogation of the Eedprocity 
Treaty, which had exercised so important an influence upon the 
chamcber of Canadian industry and the direction of Canadian 
commerce. 

The recovery from the crisis of 1857-8, whidi began in 
1859, continued during 1860, but the tardiness of returning 
confidence diowed itself in the growing accumulation of deposits 
in proportion to the other features of the bank returns. A 
portion of the increasing bank deposits was no doubt correctly 
attributed to the infiux of British capital seeking investment, 
and being attracted by the high interest of eleven to twelve 
per cent, obtainable on mortgages. The outbreak of the Ameri- 
can War rendered permanent investment still more uncertain 
and checked the demand for capital, with the result that during 
1861 the rate of interest on mortgages declined to eight to ten 
per cent. 

In the latter part of 1860 the leading Canadian banks, — 
the Bank of Montreal, Commeaxiial Bank, Bank of Upper 
Canada and Bank of British North America, — sent representa- 
tives to a meeting in Toronto to devise some plan of mutual 
hamnony and co-operation, which would prevent for the future 
that war of all against all which resulted in so much jockeying 
for each other's specie. This rivalry had made the banks them- 
eelves the chief causes of their own aJbnormal restriction in 
times of uncertainty. 'Moreover, the banks began to realize 
that suspicion arttaching to any one of them largely affected 
the credit of the others in the estimation of the public. As a 
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result of the meeting it was announced that henceforth the 
banks were to stand together, affording mutual assistance as fax 
as possible in the matter of specie and the acceptance of eaoh 
other's notes. The movement was of special significance for 
the Bank of Upper Oanada, whose credit of late had been 
rapidly falling. Though, as it proved, incapable of complete 
recovery, yet the bank was now for a time considerably sup- 
ported. 

As the domestic troubles of the United States became 
more threatening, business became more unsettled and the 
money market more feverish. Though domestic trade was in- 
terriupted, yet for a time foreign trade was maintained. The 
exports of the United States, stimulated by the large harvest 
of 1860, increased, while the imports diminished. Thus, in the 
latter part of 1860 and during the greater portion of 1861, 
money accumulated in the Eastern banks and specie flowed in 
from Europe. Exchange on Britain fell to four to five per cent, 
nominal premium, equivalent to five to four per cent, of real 
discount. Still the Canadian banks continued to charge seven 
to eight per cent, premium for sterling exchange. One result 
of this difl!erence was that a considerable quantity of gold was 
withdrawn from the Canadian banks and sent to New York ta 
purchase exchange, the result being that the specie in Canadian 
banks fell from $6,010,000 in November, 1860, to $4,070,000 
in March, 1861. At the same time Canadian bank exchange 
on New York rose from a quarter to a half, its usual range, to 
one per cent. 

Another feature of the American situation, of interest to 
the Canadian banks, was connected with the Western grain 
trade. The North- Western states had naturally developed an 
extensive trade in grain and provisions with the cotton states 
of the South, by way of the Mississippi route. The Southern 
market closing up, the surplus Western produce sought an out- 
let through the East. From the time of the introduction of 
the Eeciprocity Treaty in 1854 up to 1860 it had been custom- 
ary for American capital from the Eastern States, to move not 
lonly most of their own Western crops, but a great part of the 
Canadian surplus also. In 1860 and 1861 this arrangement 
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was broken up and a more extenfiive direct trade with Britain^ 
and even, with the continent^ especially France, was developed. 
Further, the Oanadiaaa dealers not only looked after thoir own 
exports, but, especially during the season of 1860-61, dealt ex- 
teneively in Western Ameirican produce from Chicago and Mil- 
waukee. Thus, instead of upwards of one million dollars of 
Amiericam cajpital coming into Oanada to assist in moving crops, 
the Canadian banks not only supplied most of the funds for this 
purpose, but, as was estimated, contributed consideraibly over 
a million and a half towards the movement of the Western 
America crops. This change is directly reflected in the dr- 
cuLation returns of the Canadian banks, which rose from 
$11,800,000 in November, 1859, to $14,750,000 in the autumn 
of 1860. i 

This new business was greatly encouraged by the peculiar 
currency and exchange conditions which accompanied the other 
changes in trade. Owing to the unsettled conditions of trade, 
and the fact that many of the Western banks held as securities 
the debentures of Southern States, these banks found them- 
eelves in financial straits and their paper passing to a discount. 
In Chicago, exchange on New York rose to a premium of nine 
to ten per cen't. in local currency. At the same time the notes 
of the leading Canadian banks as yet suflfered no discount in 
the West. Here was the opportunity for the Canadian grain 
and produce dealers. Through their arrangements with the 
Oanadian banks they were able to purchase Western produce at 
very favourable rates and pay for it in Canadian bank notes at 
par, or in New York exchange obtained in Canada at one per 
cent premium and disposed of in Chicago at a very considerable 
increase. As usual, however, such profitable speculative busi- 
ness tended to be overdone. European and Eastern markets 
were glutted and there was a fall in values, which told heavily 
upon Montreal produce and lumber merchants and, to a certain 
esitent, upon some of the banks as well. 

The plethora of specie in New York diuring the early part 
of 1861, accompanied by stagnartion of commercial enterprise, 
produced a curious secondary effect upon the Canadian banks 
and their issues. By the middle of May a number of Western 
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American banks had fiuspeoaded, and their notes were at a dia- 
coimit of fifty to sixty per oent. Exchange on New York rose 
to a premium of over twenty per oeni.^ and business was mpidly 
passing to a specie basis. Owing to ihe accumniation of specie 
in New York amd the East, sterling bills were a drug in the 
market and English sovereigns were selling at $4.80 to $4.81. 
Now the Canadian banks corild redeem their notes in sov- 
ereigns at the fixed value of $4.86. This permitted them to 
raise their exchange on New York to the equivalent rate of one 
and a half per cent., there being few commercial bills to com- 
pete with them, owing to the falling off in the American nuvket 
for Canadian produce. This, in turn, reacted upon the value 
of Canadian notes in suc^h Western centres as Detroit, Chicago 
and Milwaukee, where they feU to a discount of two per cent. 
In the two latter centres the Canadian banks were criticised for 
their unwise policy of sacrificing their Western circulation by 
taking advantage of their peculiar relation to English gold to 
raise their rate of exchange on New York. To meet the diffi- 
culty, as regards its circulation in the Western States, without 
sacrificing its advantage in Canada, the Bank of Montreal estab- 
lished an agency in Chicago, where its notes were redeemed in 
direct exchange upon New York at the usual specie rate of 
three-quartere per cent, premium. The result wias that Bank 
of Montreal notes continued to pass at par throughout the 
North Westeom States, while other Canadian bank notes, in the 
leading centres at least, suffered a discount of two per cent. 
It was estimated in a report of the Toronto Board of Trade 
that upwards of $3,000,000 of Canadian bank notes had been 
put in circulation in the North Western States. 

It became evident during the latter part of 1861 that the 
Civil War in the United States was going to be a very serious 
affair. The federal government had disposed of extenfiive loana 
to the banks which they found it increasingly difficult to trans- 
fer to the puiblic. With more government loans in sight and 
the prospect of a govemmenit issue of paper currency the banks 
found themselves forced to suspend specie payment on Decem- 
ber 30th, 1861. During the progress of this movement the 
apecfulative advantage of holding specie was very speedily r^ 
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cognized and the price <xf eocchange at Kew York rapidly 
adTunced. From the beginning of November, 1861, to the be- 
ginning of January, 1862, sterling exchange rose from a hun- 
dred and seven, or more than two per cent, below par, to a 
liundared and fourteen and a half, or over five per cent, pre- 
mium. By the middle of February it had reached a hundred 
and fifteen and a half with fitill higher rates in prospect, — a 
prospect fully realized. 

Under these oonditions the exchange relations between 
Canada and American centres were soon reversed. Oanadian 
exchange on New York passed oraupidly from an unusual pre- 
mium to an abnormal discount. Canadian bank notes were no 
longer questioned in the Weetem States, where they rapidly 
rose thTough par to a considerable premium, being eagerly 
boug'ht up to be returned to Canada for specie. Before mid- 
suonmer, 1862, over a million dollars in Canadian notes had 
been returned from the United States, and the remainder soon 
followed. T\hu6 came to an end the extensive circulation of 
Canadian bank notes in the United States, to secure which had 
been one of the great objects of the leading Canadian banks, 
and under the shadow of whose credit various speculative banks 
had sought to share in the profits of the business. 

It was commonly supp(»ed that the suspension of the banks 
in the United States might involve suspension in Canada like- 
vise. But the conditions were very different from those of a 
general commeircial crisis. The dislocation of trade due to the 
war had, it is true greatly deranged the hitherto important trade 
between Canada and the United States, but in doing so it had 
greatly diminished the imports from the United States, which 
usually (required large payments to be made there. In the 
second place, the Canadian notes in circulation in the United 
States havii^ returned to Canada, there remained no American 
command upon the specie of the Canadian banks. The chief 
danger lay in the temptation to the banks themselves, in the 
early period of the war, to indulge in speculations in specie and 
exdhanige, — a temptation which one or two prominent bank 
managers did not altogether forego. But for the most part 
Oanada on this occasion not being indebted to the United 
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States, suffered little or no inoonvenience from the American 
demand for specie. 

At the same time, on general principles, the Canadian 
banks found it necessary to be very cautioufi in the granting of 
discounts. A& a reeult there were a number of complauits 
abou/t the unusual stringency of bank accommodation, and the 
consequent embarraflsment of trade. These facts were seized 
upon by a growing party in the country carrying on an agita- 
tion, on the platform and through the press, with an oecaisional 
petition to the Legislature, in favour of the adoption of an in- 
convertible paper currency. This currency was to be issued 
by the government and to be employed in purely domestic ex- 
change, which was held to be quite independent of the specie 
basis required in international trade. Moreover, an incon- 
vertible paper currency was, with excellent logic, held to ba 
superior to all other schemes for the protection and isolation of 
native industry. 

Mr., afterwards the Honomble Isaac Buchanan, was the 
most influential advocate of an inconvertible paper money as a 
national currency. As preeident. of the Toronto Board of 
Trade in 1837, he had been chiefly instrumental in securing th© 
suspension of specie paymient in Upper Canada at that time. 
He had advocated suepeneion at each subsequent crisis, and he 
now led a very vigorous agitation in favour of susipension in 
imitation of the American banks. Many of his ideas on paper 
currency were sound enough in a way, but for a man so closely 
identified with some of the largest commercial enterprises in 
Canada, he was singularly theoretic and abstract in all his 
economic reasoning, and this tendency doubtless contributed to 
the failure of the extensive business, to the head of which he 
succeeded on the death of his brother. In the question before 
us, he failed to see that the justificaition for temporary suspen- 
sion in 1837, or even in 1857, had little or no force under the 
circumstances of the American Civil War. The curtailment of 
discounts in 1862 was only a matter of oi<dinary precauftion on 
the part of the banks, in the face of a very uncertain outlook. 

After the outbreak of the war, owing to the greaiter cur- 
tailment of imports from the United States than of exports of 
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Camadian produce, there resulted a balance against the United 
States which had to be met in specie of exchange. Owing ix> 
the falling off in American exports to Europe, there was little 
exchange to be had. In the matter of specie, since paper had 
become the only currency of the country, large quantities of 
silver were available for export for necessary purchases; and 
silver being cheaper than gold, large quantites of it were 
brought into Canada in payment for provisions. 

American silver had alwiays met with a ready acceptance 
in Canada, and it was not many yeairs since it had been ai a 
premium of three to four per cent, as compared with gold. It 
was still legal tender up to ten dollars. It was, therefore, some 
time before the Canadians realized that the country was being 
inconveniently flooded with it. The banks first showed a grow- 
ing aversion to it, ending in a general refusal to take it, except 
in small quantities from regular customers. One cause of its 
increase lay in the speculative trade of a number of brokers, 
who, taking advantage of the fact that the premium on silver 
in the United States was five to six per cent, below that on 
gold, biKxught over silver, and in various ways managed to ex- 
change it for Canadian bank notes, which they converted into 
gold. Though there were loud complaints of such speculative 
dealings, yet they do not seem to have been so very extensive, 
and certainly did not last long, owing to the increasing diffi- 
culty of exchanging American silver for Canadian bank notes. 

The banlcs began to refuse American silver about mid- 
summer, 1862, and the merchants were warned against accept- 
ing it from their customers, in large quantities at leant. Mer- 
chants, however, were pleased enough to take it in payment of 
outstanding debts, and, in discussions on the subject in boards 
of trade, it was very geneatally admitted that the large influx 
'of American silver had been a positive benefit to the mercantile 
community in the way of facilitating the collection of many 
debts which otherwise might have been hopeless. Had Canada 
been buying as freely from the United States as usual there 
would, of course, have been no difficulty with the American 
silver which would have been returned in payment for goods. 
But during the war Canada was chiefly interested as a seller 
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of produce. Henoe, with an inoonvertibfe paper cuirreney in 
the United States, it either remained impossible to purchase 
from Canada, — a sample of Mr. Buchanan's ideal protection 
for American pioducera,— or purohaBes must be regulatod by 
specie; and the meet available specie was silver. Even on that 
basis trade was greatly crippled. On a gold basis alone it wouild 
have been still more limited, because, in the first place, gold 
was very ecarce, and, in the second, Canadiam could not have 
obtained as good a price for their produce in gdld as in silver. 
The Oanadians^ therefore, were not necessarily unwise in taking 
American silver for their produce. Yet it was only reasonable 
ihait the silver should pass in Canada at some reasonable dis- 
count as compared with gold, or notee on a gold basis. The 
Canadian banks naturally refused to take the silver at par. 
But when they refused, as most of them did, to take it on any 
terms, their refusal simply reacted upon themBclves. It forced 
the silver to remain in ciroulation and to that extent dimin- 
ished the need for Canadian bank notes. The American silver 
was extensively used in the payment of wages, in retail trade, 
}iDd in the purchase from the fanners of grain and cattle for 
the American army. The banks refusing to take it, the mer- 
chants in whose hands it accumulated sold it to brokers, and 
the brokers in turn ©old it aigain to produce dealers, employers 
of labour, and others. It was estimated that during the chief 
period of its circulation, as much as $80,000 per day was ex- 
changed in Montreal alone, and quite a num-ber of brokers ob- 
tained the chief part of their income from this traffic. 

In November, 1861, the outstanding circulation in Can- 
adian banks amounted to $15,000,000. A year later it 
amounted to only $10,300,000. Allowing a certain portion of 
the decrease as due to a short harvest and stagnation in trade, 
etill a considerable portion of the decline was evidently due to 
the replaicement of bank notes by American silver. This is 
furiiher supported by the fact that the deposits and specie in 
the banks had oonsiderably increased during the same period. 
The banks themselves estimated that the presence of the 
American silver had reduced their circulation by at least one 
millioTi. 
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In an editorial on the curroncy eituation, December 12th, 
1862, the Globe reoommended that the American silver be ac- 
cepted in trade, but only at a discount of five per cent. It 
referred to the fact that the Toronto Board of Trade had vir- 
tually settled a similar diflBculty connected with the English 
ahilling, by inducing the mercantile community of Western 
Canada io accept it at only twenty-foux cents. The Montreal 
Board of Trade having declined to deal with the question, the 
merchants of that city bad been troubled with the shilling ever 
siQce. 

One Montreal wholesale house discovered a use for Ameri- 
can silver, in sending it to China to pay for tea. 

The London Board of Trade, being in the centre of a dis- 
trict where purchases on American account were quite exten- 
sive, was the first to take action on the silver question, follow- 
ing the suggestions of the Globe, At a meeting about the 
middle of December, 1862, it was decided, by a vote of eight to 
five, to recommend everyone to demand payment, as far as pos- 
sible, in gold, or Canadian bank notes, but, should it be neces- 
sary to accept American silver, to take it only at a discount of 
five per cent. A couple of days later the Toronto Board of 
Trade, at a special meeting, took up the matter. The secretary 
had interviewed various bank manageirs and found that the 
Bank of Upper Canada wus the only one willing to accept 
American silver, but only at a discount of seven per cent. The 
post office and customs house aJso accepted it at seven per cent, 
discount. After a long discussion, in which many interesting 
practical phases of the question were brought out, some favour- 
able, but the majority adverse to the circulation of American 
silver, the following resolution was finally passed: — 

"Whereas a large amount of American silver is now in 
circulation, displacing the legitimate circulation of our bank 
bilk, and whereas the said silver currency cannot be made avail- 
able for business purposes unless at a oonsidertable discount, be 
it therefore resolved that from and after this date this Board 
recommends American silver to be taken at a discount of four 
per cent., and that the mercantile community be respectfully 
requested to give effect to this resolution.'* 
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The Toronto merchants appear to have quite generally acted 
on thi£ recommendation^ and it was expected that outside mer- 
chants would do likewise. Again the Montreal Board of Trade 
could not agree on any regidar policy with reference to the 
silver problem, and, indeed, the brokers were rather interested 
in leaving thinge as they w^re. 

The war lingering, the American purchases continued, and 
tihe country filled up with American silver, which remained in 
circulation during the financial reconstruction after the close 
of hostilities. It caused much inconvenience owing to the dif- 
ficulty of enforcing discounts, or avoiding losses in disposing 
of it. Appeals were made to parliament in 1868 and it was 
discussed by a special committee of the legislature. Sir John 
Rose, finance minister, through the Bank of Montreal, the 
financial agent of the government, managed to export one 
million dollars of it, having previously sought to check its im- 
portation by a duty of twenty per cent. Neither rer.iedy, how- 
ever, appealed to have much effect upon the supply in the 
country, while the outbreak of the Cuban war delayed the re- 
storation of normal currency conditions in the United States. 

Sir Francis Hincks having returned to Canada in 1869, 
succeeded Sir John Eose as minister of finance. Being ap- 
pealed to on the subject of American silver, he undertook to 
deal with it in 1870. He considered that a ver}' essential 
feature of any permanent remedy must be the provision of an 
adequate quantity of silver currency, made legal tender to the 
extent of ten dollars, to take the place of the American silver. 
Until the new coins could be procured, and as a test of the 
quantity of them required, he proposed to follow an American 
example and issue a fractional paper currency redeemable, how- 
ever, in gold. These fractional notes were to be issued as a 
substitute for American silver, and, as far as possible, in ex- 
change for it. He proposed also to declare by proclamation 
that after a certain da-te American silver, while remaining legal 
tender as before to the extent of ten dollars, should be placed 
at a discount of twenty per cent., and that in the meantime the 
government should receive whatever was offered at a discount 
of say four per cent. 

Mr. William Weir was commissioned to discover how far 
the banks and other moneyed interests would co-operate in this 
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plan to dispose of the American silver. He found that very 
general co-oparation could be counted upon, but that the banks, 
as a rule, were apposed to the issue of a fractional paper cur- 
rency. Some of the bank managers considered that no per- 
manent remedy could be effected until the United States re- 
sumed specie payment. They also doubted the wisdom of re- 
moving any large volume of the United States silver then in 
circulation, before making adequate provision for its immediate 
replacement. 

In his circular letter to the banks and leading boards of 
tmde, dated 27th January, 1870, Sir Francis Hincks stated 
that, before declaring the propoeed twenty per cent, discount 
on the American coins, the government would receive three 
millions of American silver at the following rates; the first 
million at five per cent, discount, the second at five and a half, 
and the third at six per cent, discount. As a substitute for the 
American silver, a new Dominion silver coinage of fifty and 
twenty-five cent pieces would be provided, to the extent of one 
million dollars, and, in the meantime, fractional notes of 
twenty-five cents each would be issued, redeemable in gold in 
sums of five dollars. A number of banks had oflfered to collect 
American silver and deliver it to the government agent at a 
commission of one-quarter per cent, and the cost of the freight. 
These terms were accepted. 

The brokers naturally opposed the government measure as 
being injurious to their business. But the process of collecting 
and disposing of the silver, once started, went briskly forward 
The Bank of Montreal, as the financial agent of the govern- 
ment, received, stored and disposed of it in New York. The 
total amount exported was upwards of five million dollars, but, 
owing to the glutting of the New York market^ the last million 
and a half were sent to England and sold as bullion. The total 
expense to the govemmeni; was a hundred and eighteen thou- 
sand dollaiB, which was moich more than covered by the -profit 
on the new coinage. 

Thus did the American Civil War result in the distinct 
separation of the currencies of the United States and Canada. 
At the same time thier monetary denominations and gold basis 
became identical and their exchange relations more normal and 
intimate than ever. 

Adam Shoktt. 
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BY CHAELEB M. HOLT, K.C. 

A RECENT judgment of the Supreme Court of Canada ^ has 
thrown a good deal of light upon a matter of importance 
to bankers and their clients and to business men generally, 
i.e. as to how far circumstances may make a business man liable 
upon paper upon which his signature has been forged. 

It has settled the point that a business man is taking 
large risks in not immediately notifying (by wire if necessary) 
any bank which he knows to be in possession of paper purport- 
ing to bear his signature and which he knows to be forged. And 
this risk is incurred even where there is no business dealing 
between the merchant and the bank in question. 

The case recently decided in Canada was upon the follow- 
ing facts: 

One Wallace was the maaiager of a business carried on by 
Walter C. Bonnell un^der the name of the Thomas Phosphate 
Company, which, previous to the 14th August, 1900, had done 
some banking business with the bank, the plaintiffs. On the 
15th August, Wallace produced a note to be dis- 
counted by the bank for the Phosphate Company and the 
proceeds were placed to the Company's credit. On the loth 
and 16th August, cheques were issued by the Company against 
the proceeds of the deposit and other small deposits, payment 
of which left a balance to the credit at the close of the busi- 
ness on the 15th of $1,611.55; on the 16th of $1,255, and on 
the 17th of $84. 

On the 15th the bank wrote to the defendants, who resided 
in Montreal, in the following terms: "Toronto, August 15th, 
1900. You will please take notice that your note for $2,000, 
tc the Thomas Phosphate Company, falls due at this bank on 



1 Bwinff & Dominion Bink. Judgment in Supreme Court, June, 1904» 
not yet reported. 
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the 17th December, 1900, and you are requested to provide for 
the same. A. P., assistant-manager. To Messrs. Ewing & Co., 
Montreal.^' 

This was received by the defendants on the morning of the 
16th August. To the bank they made no response, but between 
themselves and Wallace an active correspondence by telegraph 
and letter was kept up, beginning on the 16th August and end- 
ing on the 6th December; on the defendants' side first ask- 
ing for an explanation ^^ before advising bank'' and then 
urgently insisting on the note being taken up; while Wallace's 
letters were filled with the usual regrets and excuses for his con- 
duct, and vain promises to settle the note and relieve the 
defendants. 

On these facts two questions arose. First, was there any 
imperative duty on the part of Ewing & Co. on the morning 
of the 16th August, when they received the above letter or 
notice from the bank, to at once notify the bank that the note 
was not genuine ? and if not, did such imperative duty arise at 
any time afterwards and if so when? Ewing & Co. strongly 
contended that at no time did such imperative duty arise, but 
that if they were wrong and it did arise it did not do so until 
after the 20th or 21st August when they had a personal inter- 
view with Wallace, who then practically confessed the forgery 
to them. It seems hard to follow the reasoning which, assum- 
ing the duty to exist, at all, would postpone it until the 20th 
or afterwards. It seems, as one of the judges remarked, that 
if there was a duty at all that duty arose immediately on receipt 
of the notice from the bank on the 16tH August. If under the 
circumstances, there was any room for reasonable doubt as to 
the genuineness of the signature, or any reason to believe that 
a mistake had been made in the notice which enquiries would 
clear up, Ewing & Co. would have been entitled to the neces- 
sary time to make proper enquiries. But there did not appear 
to be room for doubt on this point. Both William Ewing and 
James H. Davidson, the only members of the firm of Ewing & 
Co. were examined at the trial and they both stated that they 
neither of them ever authorized any other person to sign the 
firm's name to any note; that they never used or gave any ac- 
commodation paper in their business, or signed any bank notes 
and that the note in question was a forgery. They knew they 

(c) 
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had never given or authorized the giving of such a note as the 
bank had advised them of^ and the only reason given for not 
immediately notifying the bank was that given by Mr. Ewlng, 
that he thought it might be a draft made on them and not a 
cote. The court refused to accept this as the true explanation. 
The notice said nothing about a draft and did not use any 
language from which a business man could believe a draft was 
intended. If it was a mere draf t^ a notice would not have been 
sent by the bank^ but the draft itself would have been sent for 
acceptance. Ewing & Co. knew it could not be an acceptance 
any more than a note for they had never signed or authorized 
the signing of either, and the fact that in the telegram sent by 
them that day to Wallace, the managing clerk of the Phosphate 
Co. and also in the letter eonfirming that telegram, they made 
no reference to any draft or to the possibility of there having 
been any such mistake made, but spoke of the document held 
by the bank as a note, and repudiated the fact that the Phos- 
phafte Company held any note of theirs, satisfied the court that 
tbey were not under any doubts or delusions on the subject at 
all. However, be that as it may, they got a telegraphic answer 
from Wallace that evening at 6.14 p.m. which oould leave no 
possible doubt in their minds that the document was a note 
and not a draft, and that it was in the hands of the bank and 
WBS, as they knew, a forgery. Assuming for the sake of argu- 
ment, that Ewing & Co. were justified in waiting until they had 
received Wallace's answer, they knew on its receipt that the 
bank, respondent, was in possession of a note of theirs which 
they must have known was forged for $2,000, and which they 
bad been formally *' requested to provide for *' at maturity. A 
whole day had been lost in making a useless enquiry. But even 
assuming the duty to notify the bank of the forgery did not 
arise until the receipt of Wallace's telegram, there was nothing 
the court thought to prevent this notice then being sent either 
by telephone or by telegraph. Ewing & Co. contended that, 
assuming the duty existed or arose on the receipt of the tele- 
gram from Wallace it would have been discharged by the writ- 
ing of a letter in the ordinary course of mail on the following 
day, the 17th, which could not if written and posted, in busi- 
ness hours, reach the destination until the 18th when it would 
be useless as all the proceeds arising from the discount of the 
forged note had then been paid out by the bank. But this 
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pretension was rejected by the Supreme Court. Given the 
existence of an imperative duty, said the court, given the fact 
that it did not arise until after the receipt of Wallace^s tele- 
gram, after business hours on the eveniaig of the 16th, on what 
principle can it be discharged or fulfilled by mail alone. Is 
there any magic in the " mail " which makes it alone the proper 
vehicle for transmitting business information. Is there any 
reason why the ordinary mail or post having been missed resort 
should not be had to the telegraph or in some circumstances to 
the telephone? Between the cities of Montreal and Toronto 
there existed telephonic and telegraphic communication as well 
as mail. Is it to be held by the courts that in the present day, 
where such a proportion of business is carried on by means of 
the telephone and telegraph, that in a matter of urgency and 
moment involving some thousands of dollars, and where a few 
hours' delay might be fatal, resort must not be had to one or 
other of the speedier methods of communication, but must be 
confined to the mail alone. Is it reasonable that business 
customs and habits in a matter of this kind should be ignored? 
The court thought not and was satisfied that if the imperative 
duty existed at all, it should have been discharged on receipt 
of the bank notice and if delay was sought to get information 
from the suspected forger, then at the expiration of that delay, 
notice should have been given to the bank either by telephone 
or telegraph, which would have reached them on the morning 
of the 17th, and while the larger part of the proceeds of the 
note were still lying in the bank and subject to its control. 

The court passed by all technical criticism as to the form 
of the notice, and looking at its substance foimd it furnished 
Ewing & Co. with all possible information they could require 
as to date, amount, due date, payee, maker, etc., of the note, 
winding up with a request that they should provide for the 
same. Nothing was wanting to inform them that a note pro- 
fessing to be theirs was in the hands of the bank, and was being 
treated by them in the ordinary business way as a genuine note, 
and that the bank looked to them for payment. They knew it 
was a forgery. As between them and the bank their knowledge 
was exclusive. Instead of imparting it to the bank on receipt 
of lis letter or notice they entered into prolonged tel^aphic, 
written and personal communications with the forger, lasting 
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up to within a few days of the note falling due, when, in reply 
to the usual notice requesting payment, they, for the first time, 
repudiated the noten From their silence after the first notice 
sent them the bank naturally assumed the genuineness of the 
note, and acting on that very natural assumption paid out the 
larger portion of the proceeds of the discount of the note, all 
of which would have been saved to them had Ewing & Go. on 
the 16th, or on the beginning of the business hours of the 17th, 
given them the information they should have given. 

Again, it was contended that this was a suit to prevent a 
man from speaking the truth, and to compel him to pay a note 
he never made, or authorized. But the answer the court held 
was simple. The very baeds of the doctrine of estoppel is that 
a man may by his representations or by his silence, or by his con- 
duct towards his f ellowman if followed by the latter's consequent 
loss prevent himself from setting up that to be true which he 
had induced another to believe was not true^ 

The important question was whether there was any duty 
in the matter at all on the part of Ewing & Co. to give informa- 
tion to the bank of the forgery when they received the notice 
of the 16th August. It was argued that as there was no busi- 
ness relationship existing between the bank and Ewing & Co. 
at the time such as that between a bank and its depositors or 
customers so there was no duty to respond to the bank^s notice. 
Such a relationship did exist between the parties in the case of 
the Leather Manufacturers Bank vs. Morgan, 117 U.S. 96. In 
that case it was laid down by the Supreme Court of the United 
States that where cheques had been drawn by the plaintiff, a 
customer in the bank, and after having been fraudulently 
altered had been paid by the bank and charged up against the 
plaintiff, if the alterations might have been discovered by the 
latter by the examination of his pass book, and advised of in 
time to enable the bank to take certain action which might have 
prevented it sustaining loss, and this had not been done, he 
would be estopped from claiming for the sums paid out on the 
altered cheques. The basis on which the doctrine of estoppel 
rests is discussed in this case at great length, and the rule laid 
down by Parke B. in Freeman vs. Cook, 2 Exchq. 654-662 ap- 
proved of, namely, *' If whatever a man's real intentions may 
be he so conducts himself that a reasonable man would take the 
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representation to be true and believe that it was meant that he 
should act upon it as true, and did act upon it as true, the party 
making the representation would be equally precluded from 
contesting its truth and conduct by negligence or omission. 
When there is a duty cast upon a person by usage of trade or 
otherwise to disclose the truth it may often have the same 
effect/' 

The court in this case now under discussion^ refused to con- 
fine this duly to cases where such relationships already exist 
as between banker and customer or seller and buyer. It con- 
sidered that in such a country as Canada where such a large 
proportion of its business is carried on by credit evidenced by 
drafts and notes, which are discounted by one or other of the 
chartered banks of the country, the usages of trade which 
creates the duty apply to all persons engaged in trade, who are 
notified of the holding by one of these banks of a note or draft 
professing to be theirs. It refused to accept the contention 
that such a duty would exist as between the bank and Ewing 
& Co., if the latter was a regular customer of the former and 
would not exist otherwise. And it held that the duty natur- 
ally arises out of the usages of trade as they exist. Banks do 
not confine their discounts to those of their own customers 
only. It is known to every one engaged in trade, that a large 
part of a bank^s business consists in the discounting for its 
customers of commercial paper professing to be that of other 
merchants or traders. And when a business man receives such 
a notice from a bank as Ewing & Co. did in this case, if such 
notice contains information of a forgery and fraud being prac- 
ticed upon a bank, in the unauthorized nse of the name of the 
person or persons notified, the latter are bound in fevery pn^" 
ciple of justice and right dealing between man and man, an 
in accordance with the usages of trade, within reasonable *^^- 
to give the bank notice of the fraud. Any other rule woui 
seem to be fraught with grave danger ; would generate wan o 
confidence in the ordinary business relations of Uf^ *^^ ^^ 
offer a premium upon gross business negligence. Lord Gamp- 
bell expressed the true rule to be followed in Caircroes vs^ 
Lorimer, 2 Macq. 827, at page 830, in the following terms: 



1 EwIdk Sc Dominion Bank. 
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'' I am of opinion that generally speaking, if a party having 
an interest to prevent an act being done, haa full notice of its 
having been done, and acqniesoes in it so as to induce a reason- 
able belief that he consents to it, and the position of others is 
altered by their giving credit to his sincerity, he has no more 
right to challenge the act to their prejudice than he would have 
had if it had been done by his previous license/' 

Beason and common sense are sufficient, if positive author- 
ity is wanting to show that as between commercial men and 
banks or other kindred institutions there exist duties with re- 
spect to business notices and conditions which have no applica- 
tion to, and are not governed necessarily by the principles and 
rules which control in the cases of other letters and notices on 
private or personal subjects. An example of such letters is to 
be found in the case of Wiedman vs. Walpole (1891), 2 Q.B. 
534. But the law which justifies and approves of a man ignor- 
ing impertinent or threatening letters relating to his private 
life or moral character, to which he is under no moral or legal 
obligation to give any answer, necessarily adopts a different 
rule with respect to ordinary business letters or business mat- 
ters. Mere silence per se on the part of one who should speak 
is not sufficient as an admission or adoption of liability or as 
an estoppel to j>revent him denying his signature. But such 
silence, coupled with material loss or prejudice to the person 
who should have been informed, and which prompt and reason- 
able information would have prevented will so operate. Such 
a person under such conditions comes within the rule that 
wTiere a man keeps silence when "he ought to have spoken, he 
will not be permitted to speak when he ought to keep siUnt. 

The case of McKenzie vs. British Linen Company, 6 A.C. 
82, is one where no previous direct business relationship existed 
between the parties and it was appealed to by both parties in tlie 
Ewing case as authority for their respective contentions. The 
actual decision in that case was that McKenzie who had been 
sued as an endorser of a note on which his name had been 
forged was not liable though he had remained silent for a fort- 
night after he had received notice of his name being on the 
note. But the reasons of the House of Lords for so holding 
was, that the position of the bank was in no way prejudiced or 
altered during the time McKenzie had remained silent. It 
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seems quite dear that in the judgment of all of the Law Lords 
who delivered opinions in that case that had the position of the 
bank been materially prejudiced or injured during the time of 
McEenzie's silence he would have been estopped to deny his 
signature and liable to the bank. The language of Lord Wat- 
son, at page 109, seems very clear. He says: — " It would be a 
most unreasonable thing to permit a man who knew the bank 
were relying upon his forged signature to a bill, to lie by and 
not to divulge the fact until he saw that the position of the 
bank was altered for the worse. But it appears to me that it 
would be equally contrary to justice to hold him responsible for 
the bill because he did not tell the bank of the forgery at once, 
if he did actuaLly give the information, and if when he did so, 
the bank was in no worse position that it was at the time when 
it was first within his power to give information.^' 

The reasoning adopted by all of these Lords in coming to 
the conclusion they did in that case convinces one that in all 
such cases the imperative duty of promptly giving notice and 
repudiating a liability wrongly attempted to be placed upon a 
man does arise whenever he is informed of the fact; second, 
that failure to discharge it will not necessarily involve liability 
unless there is also proved the material prejudice which com- 
pliance with the duty might have prevented and, thirdly, that 
where both conditions co-exist, namely, the silence of the per- 
son whose duty it is to speak smd that the material loss or pre- 
judice of the bank or person who should have been notified 
might or would have been averted had the notice been promptly 
given, then the party neglecting his duty is estopped from deny- 
ing his signature and his liability follows. The extent of that 
liability is determined by the Judicial Committee in Ogilvie vs. 
West Australian Mortgage and Agency Corporation, 1896, A.C., 
at page 270, as not limited to the actual amount of the loss 
sustained by the holder of the note, but to entitle him to have 
his plea of estoppel sustained to its full extent. This decision 
was held to be binding by our Supreme Court and the idea re- 
jected that the amount recoverable should be limited to the 
actual loss sustained through the neglect of the party to give 
the bank notice of the forgery. That case is also most im- 
portant as determining that the material loss or injury which 
the bank or holder of the note sued on, must show to be sus- 
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tained need not necessarily be shown to be the direct and ne- 
cessary consequence of the defendant's act or silence. The 
Judicial Committee there determines, page 270, that, "If by 
keeping silence and allowing the forger to escape from the 
colony and the jurisdiction of the courts, the appellant bad 
violated his duty to the bank,^' these circumstances would, in 
themselves have beeen sufficient to show prejudice entitling 
the bank to have their plea of estoppel sustained to its 
full extent. There, silence of the person whose duty it was 
to speak and the loss which might arise to the bank by reason 
of the forger's escape had no necessary relation or connection. 
The escape of the one party was not a necessary consequence 
of the silence of the other, and yet the Judicial Committee 
maintained the liability arising from estoppel. In the case, 
now under discussion, it was argued that there was no necessary 
relation or connection between the silence of Ewing & Co. and 
the paying out of the $1,300 or $1,400 on the 17th. And yet 
if they had broken their silence and discharged their duty the 
bank would not have lost the money. There is no distinction 
between losing the money in the one case and losing the oppor- 
tunity of taking proceedings against the forger, either civilly 
or criminally, or both in the other. The loss in either case 
could hardly be said to be the direct and necessary result of the 
neglect of duty of the defendants. The most that can be said 
is that if the duty had been discharged the loss would or might 
have been prevented or overted. 

This was not a case in which the defendants had merely 
learned of the existence of a note on which their signature had 
been placed without authority, and had cause to apprehend that 
some unknown person might possibly advance money without 
notice of the falsity of the signature. 

The bank directly notified them that their note would fall 
duo at its office on a certain 'date and requested them to pro- 
vide for the same. This distinctly implied that the bank had 
an interest either of its own or on behalf of someone else, in the 
payment of the note and in its genuineness. 

While there was no intimation that the bank had acquired 
or was proposing to acquire the note for value, Ewing & Co., as 
men of business, would know that the bank might have dis- 
counted the note and have the proceeds still at the customer's 
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credit, or that it might make advances upon it. They would 
know that an immediate repudiation would enable the bank to 
withold payment of any portion of the proceeds not actually 
paid out, or of any sums not already advanced. The case was, 
however, considered to be not free from diflSculty. Girouaxd, 
J., put it as follows: — " I cannot satisfy my mind that when a 
business man, familiar with banking operations, their meaning 
and scope, is informed, according to banking usages that his 
name is being used as maker of a note in a bank, evidently for 
cash credit, either already made or to be made, he is under 
no obligation to reply promptly, at least within a reasonable 
time, that it is used without his authority, or even that it is a 
forgery. It is argued that there is no business relation between 
him and the bank to create such a duty. I believe on the con- 
trary, that business relation exists created without his know- 
ledge it is true, by force of circumstances, but the introduction 
of his name, even if unwarranted or forged, brought him into 
contact with the bank and created business relationship which 
can end only by repudiation or paying in due time. In such a 
case every merchant or business man owes some duty to his 
fellow members of the commercial community. Is he not un- 
der obligation! to cause no damage by his fault or negligence 
either by acts of commission or omission? I have always been 
under the impression that this elementary principle was held 
sound in every country, in England as well as everywhere else, 
I cannot conceive that the appellants ought not to be punished 
for the omission to do something which a fair and reasonable 
man, guided by those circumstances which regulate the con- 
duct of commercial and even ordinary human affairs, would 
do. This punishment may, in some cases, and always in coun- 
tries governed by the civil law, consists only in the payment of 
damages, but according to English law, an estoppel which pre- 
vents the wrongdoer from disputing his liability for the full 
amount of the claim, for he is presumed to have acquiesced in 
it. The rule may look harsh and arbitrary, but I must confess 
that it is highly moral and eminently healthful and salutary. 
The appellants at least have no excuse for complaining of the 
severity of this law. They knew that their duty was to give a 
prompt reply, namely, on the 16th August and I should say 
both by letter and by telegraph or telephone, and the evidence 
shows that if they had done so, the loss would have been only 



Digitized by 



Googk 



888 JOURNAL OF THE CANADIAN BANKBB8' AB800IATJ0N 

partial. Not only were they in fault for not answering the 
Iwnk, but also, and perhaps more so, for concealing what they 
knew of the forgery. Their lawyer advised them at the very 
first to repudiate their signature. They themselves, by tele- 
graph and letter, informed the forger on the 16th August, 
that they would act at once. They did not do so for a few 
months ; they kept silence with the bank, until a few days before 
the maturity of the note. Why they broke it at such a late 
hour when nothing could be done by the bank to protect its 
position, it is impossible to imagine, if the contention of the 
appellants be correct, that there was no duty for them to speak. 
They had some reason to expect that the forger would be able 
to make the loss good; the Thomas Phosphate Company might 
materialize and come to his assistance, and consequently they 
limited their exertions to save him, if possible; but, as is usual 
in similar cases, they were doomed to disappointment and be- 
came the victims of their misplaced confidence and exaggerated 
kindness. They must suffer for the consequences of their con- 
duct, which amounts to fraud in law, for their inaction or 
action — either word meets the case — ^is a fraud in law. With 
the judges of the two courts below, the majority of this court 
has come to the conclusion that they are estopped from setting 
up the forgery of their signature, and that they must pay the 
full amount of the note. They knew that they had made no 
such note, that they had given no such authorily for the signa- 
ture. They could at once repudiate it, and they did so in their 
telegram to Mr. Wallace. No further information was neces- 
sary for that purpose. 

While the bank manager placed the proceeds to the credit 
of the customer without enquiry, and took no precaution against 
its being paid out before he could hear from the defendants, 
the bank did act upon the defendants^ silence in the sense that 
it did what, it should properly be inferred it would not have 
dlone had the defendants at once denied the signature; it 
allowed the balance of the proceeds to be withdrawn. 

The decision in McKenzie vs. British Linen Co., 6 A.C. 
82, proceeded distinctly upon the view that all the mischief was 
done before either bill could have been repudiated. But I 
think that suflScient appears to indicate that the learned lords 
would have been of the opposite opinion if the proceeds had 
remained at the customeir's credit sufficiently long to have en- 
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abled the repudiation to be communicated before their with- 
drawal. Lord Selbonme^ L.C., said (page 92) : '^ There is no 
principle on which the appellants' mere silence for a fortnight, 
during which the position of the respondents was in no way 
altered or prejudiced, can be held to be an admission or adop- 
tion of liability, or to estop him from now denying it/' 

Lord Blackburn said (page 101) : " Certainly I think that 
his not telliog the bank on the 15th July nor till the 29th July 
that it was ,a forgery, and so letting them continue in the belief 
that it was genuine, if he had not induced it, could not so pre- 
clude him if, as I think wa^ clearly the fact, here, the bank 
neither gave fresh credit in the interval nor lost any remedy 
which, if the information had been given earlier, they might 
have made available/' 

** And Lord Watson said (page 109) : " It would be a most 
imreasonable thing to permit a man who knew the bank were 
relying upon his forgi^ signature to a bill to lie by until he 
saw the position of the bank was altered for the worse/' 

In the interests of business morality, I think that the con- 
dusiocn of the Court of Appeal upon this point should be sup- 
ported. It is well warranted by the doctrines laid down in 
Freeman vs. Cook, 2 Ex. 664. It does not appear to me to be 
opposed to any previous judicial decision, or even to judicial 
opinion directly applicable." 

As Ewing & Co. had expressly abstained from questioniDg 
the conclusion that the estoppel, if existing, must apply to the 
full amount of the note, Qirouard, J., did not pass on that 
point. 

The ground of ratification suggested by the trial judge, 
Meredith, J., although his judgm^it did not rest on it, was 
rejected in appeal, the judges there holding that the case came 
precisely within the holding in Merchants' Bank of Canada vs. 
Lucas,^ viz., that the act of forgery in the transaction not being 
an act professing to have been done for or under the authority 
of the defendants, was incapaJbh of ratification. 

As pointed out at the begiiming of this article, the de- 
cision in the Ewing case is important. It goes further than 
any of the English cases. Ant it certainly seems to be con- 
sistent with the spirit of the English decisions. 



^& A.R. 673. 'AfEInned la Buprexne C9o>urt; IS S.C.R. 704. 
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SOME MUNICIPAL ENTEBPBISES 



BY MABTIN J. BEBG 

/^F all the changes which the century just ended haa brought 
^^ to civilized mankind, there is scarcely one of greater im- 
portance than the mighty growth of cities. With startling 
rapidity the rural district has become a town; the town a small 
city; the small city a large one; and the large city a metropolis. 
Insignificant colonial borooghs have been transformed into vast 
metropolitan municipalities; simple amd unorganized council 
government into the complicated administrative machinery of 
the great city of to-day, and at each turn and stage of the 
growth new municipal functions have developed, new duties 
taught, until nations have become not only accustomed to, but 
believers in, and advocates of, an amount of municipal inter- 
vention unimagined thirty years ago. 

This being a fact, it is not strange, that questions associ- 
ated with municipal affairs should assume a position of growing 
interest and importance. It was not to be expected that the 
petty housekeeping of a few small communities which in the 
aggregate composed but an insignificant part of the entire 
country, could become a matter of intense public interest; but 
when we find that in the leading nations of the wor^ld from 33 J 
to 75 per cent, of the total population dwell in cities, the ques- 
tion, " What are the positive tasks and public services to which 
a municipality may wisely apply itself?*' becomes a topic of all 
absorbing interest. 

In considering some of the present day facts concerning mu- 
nicipal activities, we will devote the greater attention to those 
of European cities. We do this for two reasons; firsts because 
municipal ownership has had a longer trial there; and secondly, 
because there the functions of the municipality have reached 
their highest stage of development and expansion. 

The most important of the enterprises undertaken by the 
municipalities is the supply of water. In England and Wales 
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in 1902^ the capital invested by the municipalities in water- 
warka was $285,000,000, out of a total of $600,000,000 for all 
such undertakinga. In Germany municipal water-worka are 
even more firmly installed, as practically all German cities, with 
a few unimportant esceptiona, now own and operate their water- 
works. In the United States in the year 1835, Philadelphia 
was the only important American city with a municipal water 
supply; whilat in 1902, out of 1,475 water supply systems re- 
ported for cities of 3,000 and over, 51 per cent, were owned by 
municipalities; while, of the cities with a population of over 
30,000, 88 had municipal water-works as against 47 private 
works. 

Germany has gone more extensively into municipally 
owned gas-works than any other nation, the governments of 51 
out of the 54 cities of over 50,000 inhabitants having under- 
taken this business. England has the greater individual gas- 
works of the two nations^ but as yet numerically she is behind 
Germany, as her private gas-works nearly double the number 
of her municipal gas-works. In the United States there are 
but 20 cities with municipal gaa-works as compared with 981 
private plants. France also has left the gas supply largely in 
private hands. 

Electric lighting plants in the United States have remained 
very largely under private ownership. In 1898 there were 
2,578 private as against 468 municipal plants. England in 
1900 had 130 municipal works as compared with 68 in private 
hands. On the continent of Europe in Teutonic countries, 
electric light plants are mostly municipal; Germany, however, 
having a number of important exceptions to this rule. In 
France, Italy, and Belgium, municipal electric plants are almost 
unknown. 

Mimicipal baths are very common in England, the United 
States, and Germany. They are met with somewhat less fre- 
quently in Fianoe, while in some of the Latin countries they 
seem to be missing entirely. Public wash-houses, as yet are a 
development peculiar to Great Britain. By municipal wash- 
houses we really mean public laundries. There are hundreds 
of these scattered all over Great Britain and they certainly are 
of inestimable service to the poorer dasses of England. To the 
average tenement-house dweller of London, Liverpool, or any 
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other great city^ the problem of what to do with the week's 
washing is by no means a small one. Hot water is expensive, 
dry and dean rooms wherein to hang the clothes when washed 
are not to be >had, perhaps even the most primitive toois are 
beyond the reach of many of these toilers, but with the mu- 
nicipal wash-houses <m every hand the problem is solved.^ The 
house-wife brings her bundle of soiled clothes to one of these 
waah-houses, here she finds at her disposal all the machinery 
and appliances of a modern laundry, instead of spending hours 
over a tub in the cramped living quarters of her tenement, she 
is privileged *' to wash her clothes by means of hot water and 
steam, rinse them in a flood of pure, running water, dry them 
in a hydro-extractor, and complete the process by hanging them 
for a few minutes in a steam-heated room, where they are ex- 
posed to highly heated air in motion/' The clothing is then 
taken to the mangling and ironing room, where by the aid of 
the best appliances, the task is speedily completed. 

In no country has municipal ownership been more exten- 
sively undertaken than in Great Britain, and no other dties 
can show such remarkable progress in the ownership of public 
utilities as the English cities. Glasgow, Liverpool, and Man- 
chester are the £how places of municipal ownership. London 
is the world's greatest landlord. Liverpool one of its moit 
opulent property holders, while Glasgow, as a distinct and com- 
plete municipail organism, is easily the first community in the 
world. In 1875 the capital invested in municipal undi^rtakings 
in Great Britain was $465,000,000, while in 1900 there was 
$1,500,000,000 invested. Briefly summarized and classified, 
there are now in Great Britain 931 municipalities owning 
water-works; 142 street railway systems; 256 gas-plants; 181 
electricity; '300 cities and towns own their markets; 170 main- 
tain baths and wash-houses; while 43 own piers, docks, and 
quays. 

The ''housing question'' or the building of municipal 
houses is one of the newer developments among miunicipal en- 
terprises. The movement, it should be said, has been confined 
chiefly to Great Britain. It is true that Hamburg a few years 
ago, in order to provide for her shipping interests, removed 
bodily 30,000 people, and that other continental cities have 
performed similar operations. The movement thus far never- 
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thelees i^ peculiarly an English one. At the presen/t time five 
English municipalities have regular works departments for the 
execution of various undertakings of this nature, w^hilst other 
cities carry out constructiooial works without a separate depart- 
ment. Municipal housing operations upon a large scale in 
Great Britain dates from 1890, when the act known as the 
*^ Great Housing Aot^^ was passed. Under this act London 
has already erected tenements, lodging houses, and oottages 
whioh shelter 25,000 persons, and plans have been adopted, 
funds raised, and work is in progress on buildings which, when 
completed, will provide for 75,000 more. These improvements 
represent an expenditure in excess of $25,000,000. Since 1875 
London, alone, has instituted no less than thirty of these bet- 
terment or clearance schemes, twenty-three of which are now 
actually completed, some of them involving areas of fifteen 
acres. 

Perhaps one of the most famous of all such schemes was 
the one undertaken by Birmingham some years ago. In order 
to carry out important reforms and do away with a great un- 
sanitary diatrict, the council bought 90 acres in the very centre 
of the city — ^an area traversed by smaU narrow streets and 
covered with 3,744 buildings and housing a population of 16,- 
596. The old houses and slums were demolicrhed, the crooked 
and narrow streets obliteiaited and in their stead we find the 
best business premises end the great Ck>rporation street of to- 
day. The gross cost of this undertaking was about $8,500,000. 
Liverpool, Glasgow, Bdinbuigh, Dublin, as well as numerous 
other cities in Gr^ Britain, haye carried out similar operar 
tions. 

One more feature in connection with the housing problem 
should be mentioned, namely, the building of entire villages or 
suburbs by the municipalities. There are already a number of 
these built or in process of building. For instance, the London 
counity council ia to-day engaged in creating such a town which, 
when completed, will have a population of 40,000. It is situ- 
ated six miles from London proper. In order to prepare for 
this village the London council purchased a tract of 225 acres. 
It is now dotting this area with 4,750 cottages, and is reserving 
a space in the centre of the town for stores, public buildings, 
and a splendid library donated by private parties. For the 
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compleftion of this huge enterprise the sum of $7^600^000 has 
been set aside. 

English tiamiwayffy electric light plants^ gas-works, etc., 
afford opportunity for almost unlimited investigation and dis- 
cussion. Perhaps a very brief and imperfect simmiary of the 
operations of two or three of these enterprises may serve to give 
us some conception as to what the British municipalities are 
doing along this line. London to-day has one of the most anti- 
quated €uid inadequate systems of transportation of any laige 
city in the world. Her street oar lines have been opemted 
under private management, and are so to^ay to a considerable 
extent. Public ownership, however, is being substituted as fast 
as the expiration of franchises will permit. Some of the results 
of public ownership thus far are as follows: Last year after 
paying all expenses and allowing for the sinking fund, there 
remained a profit of about $150,000, of which $100,000 was 
applied to the reduction of taxes; a general reduction of fares 
was made; workmen^s oars were run at a rate not exceeding 2 
cents per trip; the carmen's working day was reduced from 12 
and 14 houira to 10, his wages increased, he was given one day 
of rest in seven, and provided with uniform free of charge. 

The tangible result of the puiblic ownership of gas-works 
in Birmingham is best shown by the fact that since their pur- 
chase the sum of $5,000,000 has been turned into the city 
treasury from gas revenues, with an extra, $3,500,000 paid to 
the sinking fund, and the further fact that during these years 
the price paid for gas has averaged one-third lees than that 
charged by the private companies. The reduction in the ex- 
pense of city lighting amounts to $1,250,000. 

At the present time Liverpoors inves'tment in her tramways 
and electrical plants alone amount to about $20,000,000. As 
has already been indicated, Liverpool leads, perhaps, all other 
cities in the number of enterprises she has municipalized. Her 
activities along this line cannot be better stated than by simply 
saying, that '^ One may be bom in a Liverpool municipal hos- 
pital, be educated and trained in its schools and colleges, may 
earn a living by working for it in a score of capacities, he may 
retire on a municipal pension, may die and be cremated at 
public expense, or his bones may rest in a municipal burying 
ground.'* 
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In condufiion permit me to briefly obII aitention to oi>e or 
two facts oonceming municLpeil oiwiier&hip in Chicago. The 
desire for municipal ownership of certain enterprises has of late 
rapidly been crystallizing itself into something more tangible 
than a mere wish. Chicagoans have on several occasions ex- 
pressed themselves in favour of the policy, that in public owner- 
ship lies the sole, fair, just, and reasonable method of handling 
ail these utilities, for the operation of w*hioh the practically 
exclusive use of public property is required. In this policy a 
large percentage of the people fully believe, because they have 
not only studied oonditions elsewhere, but for many years they 
have witnessed two splendid examples of municipal ownerehp 
at homie. Chicago owns its water-works. Its mains have an 
agggregate length of nearly 1,900 miles, and extend into the 
remotest part of the di-fe territory. The service is in every 
way satis&ctosry, except as to the purity of the water, and this 
defect they are now remedying. The rates are exceedingly 
moderate. In spite of all charges of politics and graft, the 
water-works department of this city is so successfully managed 
that the revenues exceed the cost of maintenance by about 
$2,000,000 per annum, The municipal electric lighting plants 
furnish another lesson in municipal owner^ip. The city be- 
gan to manufacture its own electric light for lighting its streets 
as early as 1887. In that year a power-house was erected, and 
106 arc lights placed in operation, at a total expenditure of 
$39,976.25. At the end of the first ten years the city operated 
1,254 arc lights, and had exipended for construction and opera- 
tion during these ten years a total of $1,693,222. If the some 
number of lights had been rented the city would have had to 
pay the sum of $1,269,445 without owning anything. Begin- 
ning with 1897 the number of lights was greatly increased, and 
to-day there are operated nearly 5,000 city arc lights, at an 
average cost per lamp per year of $63.51 (1902), while the city 
still rents about 600 lights from private companies at an aver- 
age cost of $103 per lamp. In other words, for practically the 
same amount that it would have cost the city to light the streets 
by means of rented arc lights, not only has the city operated 
it* own lights, but it has acquired five modern lighting plants, 
representing an investment of more than $1,300,000. 
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LIABILITY OF DEPOSIT COMPAMTES. 



By E. FABRB SUBVEYEB, L.L.M., B.C.L., of the Montreal Bar. 

Amongst the many inconveniences of wealth stands pre- 
eminently the anxiety of the owner about the safe-keeping of 
his property, and his fear of becoming a target to unscrupulous 
persons, either among outsiders or from his own surroundings. 

To alleviate this mental sufiering, human ingenuity has 
invented several remedies, amongst which are the foundation 
of companies of insurance against burglary, as well as against 
fraud by employees, and the establishment of safe-deposit 
vaults, either owned by banks and trust companies, or 
operated by institutions established for that purpose. 
These companies are usually equipped with the most impreg- 
nable apparatuses, which render their deposit vaults almost 
unassailable. 

"The most complete examples of safe and strong-room 
arrangements are afforded by the public safes or safe deposits 
erected in most of the great cities of America and in London. 
The premises of the National Safe Deposit Company in London 
consist of a large isolated building in Queen Victoria Street. 
The building, which is fire-proof, covers and surrounds the 
great safe vault or citadel, which is sunk in the ground to a 
depth of 45 feet. The vault itself, founded on a bed of concrete 
20 feet in thickneee, has walls 3 feet thick of hard blue brick, 
laid in cement, with an external lining of fire-brick, and is lined 
internally with cast-iron plates 4J inches thick chilled on one 
side, the plates having embedded in them a network of strong 
interlaced wrought-iron bars. The vault is divided into four tiers 
or stories with eight separate compartments in each, which, 
after business hours, are closed with doors raised and lowered 
by hydraulic i)ower. These doors|, which each weigh four tons, 
are built up, twelve inches thick, of combinations of hard and 
tough metal to resist fracture and drilling, and when they are 
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raised for business purposes, the entrance to each compartment 
is protected by a massive wrought-iron grill. Within the 
thirty-two compartmenfe there is space for about 20,000 safes 
of various sizes, which are let to owners of valuables, each 
renter having sole control of the safe hired by him. Additional 
security is obtained by the patrol of armed watchmen, and 
generally it may be said that in the institution precautions 
have beeen carried almost to the pitch of perfection, if indeed 
they have not been pushed to needless excess." — Encyclopcedia 
Britannica, 9 th edition. 

In spite of these very complete precautions, losses may still 
be incurred through destruction or criminal removal of the 
valuables so entrusted. 

It may be interesting to examine the various cases in which 
such losses may occur, as, even in the case of deposits for con- 
sideration, or bailments for hire, the lose of the owner, the safe 
deposit company or the insurance company, will be, in almost 
every case, altogether out of proportion with the premium paid 
for the safe keeping of the valuables. 

In English legal parlance, the contract entered into between 
the customer depositing valuables and the bank or deposit com- 
pany may be, according to circumstances, either a bailment 
or a deposit. 

The word hailment comes from the old French verb hailler, 
which means to deliver a tking to some one with a specific end. 
It has been defined by Stephen: " The deliver}^ of goods for 
"some purpose, upon the contract, express or implied, that 
"after the purpose has been fulfilled they shall be delivered 
" to the bailor, or otherwise dealt with according to his direc- 
"tions, or kept till he reclaims them'*. . . 

The customer is termed " bailor," and the party receiving 
the deposit "bailee." 

When the bailment is undertaken free of charge, it takes 
the name of deposit. 

Pothier thus defines deposit: — 

"A contract whereby one of the contracting parties givea 
a thing to keep to the other party, Who takes charge ol Tt 
gratuitously, and binds himself to return it when requesteci. 

The Anglo-American n:otion of deposit is identical. 

According to Judge Story (Bailments, No. 41) depoa\t 
^' is a baHment of goods to be kept by the bailee without reward.^ 
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"and delivered according to the subject or purpose of the 
"original trust*'. 

The Codes of Georgia (Art. 2103) and of Louisiana (Art. 
2928) give similar definitions of the contract. 

In Scotland also, deposit is essentially gratuitous (Green's 
Encydopfledia of Scots' Law, Vol. 9, p. 280.). 

These definitions are more logical thaii the texts of the 
Code Napoleon, which after having defined deposit; "An act 
" by which a person receives the thing of another person, with 
" the obligation to keep it and return it in kind", (Art. 1916) 
and added later (Art. 1917) that it is a contract which is essen- 
tially gratuitous, foresee also the case where the depositary or 
bailee " has stipulated a salary for looking after the deposit " 
(Art. 1928, par. 2). In this case the contract would cease to 
be a deposit properly so called, and would constitute what the 
Eoman law called locatio custodies, a contract of hire and cus- 
tody. 

The Belgian Code is similar to the Code Napoleon. 

Under the Codes of Italy, Spain and Holland the deposit 
is gratuitous unless the contrary is agreed upon. 

The laws of Portugal declare this contract naturally though 
not essentially gratuitous. 

The new Code of Germany and the Swiss Code go further. 
In these countries, not only may a salary be stipulated, but it 
may be presumed according to the circumstances. 

The continental notion of deposit is hardly satisfactory. It is 
much preferable to recognize, as does the Anglo- American doc- 
trine, two distinct contracts, one gratuitous and the other 
salaried. 

The authors of the Civil Code of Lower Canada have re- 
cognized that fact and wisely preferred the strict rules of the 
old French law to the illogical concessions of the Code Napo- 
leon. Unfortunately, they have not found in the French lan- 
guage a proper equivalent of the word "bailment," and the 
necessity of improperly using the word "deposit" has some- 
times created confusion. 

The consideration or absence of consideration is the only 
essential difference between a bailment and a deposit. We will 
see later that this is sufficient to modify considerably the re- 
sponsibility of the party receiving goods for safe-keeping. 
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Therefore, it is most important to ascertain whether the con- 
tract was made for or without consideration. In the case of 
trust or safe-deposit companies^ the question presents no diffi- 
culty, as these institutions always make a charge for the safe- 
keeping of the valuables received by them. Banks, on the 
contrary, oftentimes receive from their customers valuables for 
safe-keeping without making any extra charge therefor. They 
may do so merely to oblige their customers. 

A short review of the authors and decisions on this 
point will convince the reader that seldom, if ever, will a bank 
escape the responsibility of a bailee, by pretending that the 
deposit was made as a pure act of kindness. 

In Newhall v. Paige, 10 Gray (Mass.) 368, the following 
rule wafl laid down: — 

^The benefit such as will distinguish hcatum from a 
" depositum is not necessarily certain; it may be conMr^ent, 
" uncertain and indirect, as in other cases of contracts., The 
*' nature, amount and adequacy of the consideration are im- 
*' material. It is sufficient if the consideration be of some 
" value, though slight, or of a nature which may inure to the 
" beDjefit of the party making the promise." 

In Baltimore Third National Bank v. Boyd (44 Md. 47, 
2% Am. Eep. 35) it was held that "the deposit of bonds as 
*' collateral security for the existing debts of a customer, and 
*' for future loans and discounts, is not a gratuitous bailment". 

In another American case {Gray v. Merriam^ 148, 111. 
179; 35 KB., 810; 39 Am. St. Rep. 172; 32 L.R.A. 769) 
it was held that " where securities are deposited with a bank 
" accustomed to receive such deposits, the bailee is liable for 
" any such loss occurring through the mere want of degree of 
*' care, which good business men should exercise in keeping 
" property of such value." 

I quote the following from Green's Encyclopaedia of Scots' 
Law (Vol. 4, p. 201):— 

" It is the custom of bankers to receive and keep for the 
accommodation of their customers, boxes of plate and jewels, 
wills, deeds and securities, and as no charge is made for the 
keeping of these things, they are gratuitous deposits. The 
bankers, therefore, are only bound to take ordinary care of 
them, and if they are stolen by a clerk or servant employed 
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about the bank^ the bankers are not responsible^ unless they 
have knowingly hired, or kept in their service a dishonest 
eervant/' (Addison, 6th. ed. p. 406.) 

" So in the leading caae od! Qiblin v. McMullen, 1868 (L.B. 
IS P.C. 317) where a customer left in the custody of a bank 
debentures, which were abstracted from a strong-room and 
made away with by the cashier, it was held that the bank, as 
a gratuitous bailee was not bound to exercise more than or- 
dinary care of the deposits intrusted to it. 

"The negligence, for which alone they could be made 
liable, would have been the want of that ordinary diligence 
which men of common prudence generally exercise about their 
own aflEairB'^ (Per. Ld. Chelmsford in Oiblin v. McMullm, 
supra.) But if the deposit is in the way of the bank^s ordinary 
business, or if the bank receives any consideration by way of 
commission or otherwise, or has a lien over the deposit for 
a general balance, the character of the contract is changed, 
amd the bank becomes liable for ordinary negligence (in re 
United Service Co., Johnston's claim, 1871, L. R. 6 Ch. 212). 
And it has been suggested, that, looking to the modem, and 
almost universal practice of bankers, to take charge of valuables 
for their customers gratuitously, the doctrine of their liability 
requires modification. Bankers give facilities to customers, 
which they would not extend to others without a charge, and 
it may reasonably be said that this is done so much in their 
own initerests as to make it part of their ordinary business^ 
and so to extend their liability. " Can it fairly be said that 
the position of a banker, taking charge of securities for a cus- 
tomer, is identical with that of a man intrusting his gold watch 
to a friend, or locking up his deed box in a neighbour's house 
while he goes out of town ?" " Unless the position is identical 
the banker can only be described as a gratuitous bailee in a 
strained and somewhat unnatural sense". (Beven on Negli- 
gence, 1563). 

The same view is taken in France : — "It must be held that 
if the Bank of France or any other banking institution receives 
for safe-keeping securities or money, the contract which inter- 
venes between the parties and which receives, in practice, the 
name of deposit, is not a contract of deposit in the legal sense 
of the word, but a hire of services, for, in that operation^ the 
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eo-called deposiiary always receives a salary/' (Guillouard, 
Deposit, No. 16) 

Apart from the qnestion of salary or consideration, the 
esBential features of the contracts of deposit or bailment are 
identical. These features are the following : — 

(a) The object of the contract must have been delivered 
to the depositary or bailee. 

(6) It must be returned in specie, 

(c) It must be a moveable. 

A deposit of real estate is not a deposit properly so called, 
as erroneously surmlised by som« American canimentators. 
It constitutes a special contract, either of antichresis (CN., 
2071, 2072; C.C, 1927) or sequesftration (C.N., 1916, 1956, 
1958; C.C. 1794, 1818, 1820). The latter contract is not 
essentially gratuitous, and the obligations of the sequestrator 
are assimilated to those of the depositary (C.N., 1956 and C.C. 
1819) if the contract is gratuitous, and to those of the lessee 
if a salary is expected. (C.C. 1822). 

The party so entrusted with valuables, may: — 

(a) have received securities to administer them, receive 
dividends thereon and invest the amount thereof, or return it 
to the owner, less commission. 

(6) have received them for safe-keeping only. In this case 
the owner may have retained a certain control over them, for 
instance, by retaining one of the two or several keys which 
must be used simultaneously to open the safe or box contain- 
ing the same. 

In the latter case only, the partial control retained by 
the proprietor may, in some cases, lessen or even nullify the 
responsibility of the depositary or bailee. It is better, therefore, 
to discuss the ordinary occurrences before coming to that excep- 
tional case. 

The deposit with a bank or a safe-deposit company is 
seldom, if ever, gratuitous, and partakes, therefore, of the 
nature of a bailment for hire. The responsibility of banks, 
Iiowever, may be that of a depositary, or that of a bailee or 
lessee, according to circumstances. Although the former in- 
stance is the less frequent, it may be useful to review briefly 
itihe obligations of the depositary, the details of which will 
appear clearly enough when we deal with those of the bailee. 
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Under the Civil Code of Lovrer Canada^ the depositaiy 
mnBt: 

(a) Apply in the keeping of the thing deposited, the care 
of a prudent administrator. (C.C. 1802). 

(jb) Bef rain from using the thing without permission of 
the depoflitor. (C.C. 1803). 

(c) Restore the identical thing entrusted to him, or such 
portion of it as remains at the time of the restoration, or if 
the thing has been taken from him by irresistible force and 
something given in exdiange, deliver the thing so given in 
exchange, together with any profits received by him from the 
thing deposited, but not tihe interest on moneys deposited, 
except from the day when the return should be made. (C.C. 
1804, 1805, 1807). 

(d) Befrain from obliging the depositor to prove his title 
to the thing deposited (C.C. 1808). 

Now, as regards the obligation to return the thing deposit* 
ed, the general laws regarding the obligations, are contained 
in the following articles of the Civil Code: 

" 1071. The debtor is liable to pay damages in all cases 
in which he fails to establish that the inexecution of the ob- 
ligation proceeds from a cause which cannot be imputed to 
him, although there be no bad faith on his part.^' 

^* 1072. The debtor is not liable to pay damages when the 
Inexecution of the obligation is caused by a fortuitous event 
or by irresistible force, without any fault on his part, unless 
he had obliged himself thereunto by the special terma of the 
contract.'^ 

*' 1160. The debtor of a certain specific thing is discharged 
by ttie delivery of the thing in the condition in which it is 
at the time of delivery, provided that the deterioration in the 
thing has not been caused by any act or fault for which he is 
responsible, and that previously to the deterioration, he was 
not in default.'' 

" 1200. When the certain specific thing which is the ob- 
ject of an obligation, perishes, or the delivery of it becomes^ 
from any other cause, impossible, without any act or fault 
of the debtor, and before he is in default, the obligation ia 
extinguished. It is also extinguished although the debtor be 
in default, if the thing would equally have perished in the 
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poeeeBBion of the creditor^ or unless in either of the above- 
mentioned cases^ the debtor has expressly bound himself for 
fortuitous events. 

"The debtor must prove the fortuitous event which he 
alleges/' 

These rules are extended to bailments by Art. 1670 C.C. 

Now let us see what is that fortuitous event which oper- 
ates the liberation of the bailee. 

Fortuitous event has been defined by the Civil Code (Art. 
17, Sec. 24), "An event which is unforeseen and caused by 
superior force, which it was impoesiblo to resist.'^ 

Fuzier-Herman gives the following definition: "Fortui- 
tous event means any event occasioned by a superior force, 
which one could not foresee, or which, even if foreseen, one 
could not resist.'' 

These two definitions are sufficient in praetice. They tend, 
however, to establish a confusion between fortuitous events 
and irresistible force by making the latter a mere species of 
the former. 

An old author, Denisart, gives the following definition^ 
which is more explicit: 

"The words * fortuitous event' are properly applied to 
events which have no other cause but hazard, or rather the 
unknown decrees of Providence. Such are conflagratioi^s caused 
by heavenly fire, floods of rivers, their change of bed, alluvia, 
ithe meeting of a stray beast^ unforeseen sickness or death, earth- 
quakes, most of the contagious diseases, the actioue of insane 
persons, or of children who have not attained the age of 
reason." 

He then proceeds to establish the following distinction 
between fortuitous event and vis major (irresistible force). 

" In a more extended sense some authors comprise, under 
the name of fortuitous events, what is caused by irresistible 
force, for example, the effect of a new law, such as the pro- 
hibition to export wheat, the acts of the prince, the invasionB 
of the enemy, the ravages of war, and other similar accidents, 
which are above ordinary foresight, without being either torts 
nor precisely the effects of what we call hazard. 

These various accidents differ from those which are pro- 
perly called 'fortuitous events', inasmuch as the latter are 
natural, whilst the others are caused by the act of men. But 
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there ifl eomething common to both, they are all independent 
of the will of those to whom they happen, and generally no r^ 
counse can be exercised for the damage resulting therefrom/' 

This is in aooordance with the definition of irresistible 
force given by Judge Story:— 

" By irresistibh force is meant " says Story, ** such an in- 
" terposition of human agency as is, from its nature and power^ 
" absolutely uncontrollable/^ 

The last words of Demsart show, that from a practical 
standpoint, the distinction between fortuitous event and irresis- 
tible force is of little, if any, import. We may, therefore, pro- 
ceed to examine the principal events which may liberate the 
bailee when the deposit has beeen destroyed without examining, 
in each case, whether such happendngs come properly under 
the term of fortuitous events or irresistible force. 

I have used, purposely, the words " when the deposit has 
been destroyed^'. If the event invoked by the bailee or de- 
positary to liberate himself, had not annihilated the deposit, 
but had simply rendered its preservation and safe-keeping more 
onerous, it had not the effect of libe^ting the bailee. In 
Oregory v. The Canada Improvement Company, et aJ, 5 Themiis, 
p. 10, it was held that the act of the Prince only liberates the 
debtor when it absolutely prevents the- execution of the obli- 
gation, but not when it renders the execution thereof more 
onerous and more diflBcult. 

It must also be noted that in all cases where the bailee 
pleads irresistible force, the bailor can, in answer, say that the 
effects of such irresistible force might have been avoided had 
proper precautions been taken. There is, however, some dis- 
crepancy in the American authorities upon that point, but the 
principle seems clear, and the later cases support it. Highman 
V. Camody (Ala., 1896). 20 S.C. Rep. 482. Conduit v. G.T.fi. 
Co. 54 N.Y. 505. 

Among the principal facts constituting fortuitous events 
or irresistible force, are the following: — 

(a) The act of God, such as cyclones, earthquakes, light- 
ning, hail, frost, tempests and storms, insects, disease^ 
death, etc. 

(6) The act of the superior authority, called by French 
writers, "Z« fait du prince ^\ the act of authority emanating 
from a sovereign, legitimate or usurper. 
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(c) The acts of a collectivity, such as wars, revolutions^ 
riots, invasions, etc. 

(d) The acts of private jMurtiee, such as robbery, burglary, 
theft, etc. 

(e) Process of law. 

(a) Act of Ood. To constitute a cause of liberation of the 
bailee, the act of God causing the destruction of the deposit, 
must be an extraordinary event, not one of those events, which, 
however irregular, are not such as may be unexpected, such 
ae flood, fr(^s etc. (Sawyer & Ives^ Off. Eep., 4 Q. B., 374; 
Trestler & Dawson, 5 L.N., 144.). The same view was taken in 
Ontario: Orant v. Armour, 25 O.K., 7, and authorities there 
cited. 

As in a great mcjiy of the points which will be 
discussed later, there seems to be some discrepancy between 
English and Freneh Jurists as to what circumstances will con- 
stitute vis major, C. P. Ry. Co., & Chalifoux, 22 Can. Sup. 
Court Eep. 721. 

Fire, other than by lightning, is not of itself a case of 
irresistible force. It is not sufiScient for the bailee to prove 
that the fire took place; he must also prove that in the par- 
ticular circumstances where the fact occurred, no fault was 
imputable to bim and that he was really the victim of a for- 
tuitous event. This principle was applied in two Quebec cases, 
where the Montreal Union Abbatoir Company was sued for 
the value of meat destroyed by fire in its premises. Cattle 
had been sent to be slaughtered and the meat was to be left 
in the company's coolers for twenty-four :hour3 after thie 
slaughter and then restored to the owners on demand. The 
fire took place within twonty-four hours of the slaughter. On 
the first action (Off. Rep. 16, Sup. Ct. 227) the company was con- 
demned to pay the loss. On the second action, the proof was 
slightly different and the Court of Appeals, by three judges 
against two, reversed the judgment of the Superior Court, 
and held that the company was not bound to show the origin 
of the fire, and had taken the care of a prudent administrator. 
(Off. Rep. 10, Q.B. 289.) 

The same prineiple was held in England in the leading 
case of Forward v. Pettard, 1 T. R. 27, and in American caeee, 
such as Oilmore v. Carman, 40 Am. Dec, 96. 
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The fact of having moved the deposit to other premises 
may become, by itself, an act of negligence which prevents 
the bailee from exonerating himself. LittU v. DoiMeday, 
7 Q.B. Div., 510. 

The only diflference between the American doctrine, as 
laid down, in these cases, and the European and Canadian, doc- 
trines, is that in case of fire, it is, in. our view, for the bailee 
to show that he has been guilty of no negligence, while some 
American cases impose upon the bailor the obligation to show 
negligence on the part of the bailee. 

(6) The acts of the prince, such as confiscation, cancellation 
by authority, etc., are assimilated in their effects, to the act 
of God. A question might arise, however, if the edict pro- 
claiming confiscation, did not by its terms, affect the property 
belonging to foreigniers, or non-residents, would the bailee be 
bound, in that case, to urge the exemption on behalf of the 
bailor, or would he have f ufiUed his obligation by notifying him 
of the edict and urging him to present his objections himself? 

I am of opinion that he should do both. Even an un- 
salaried depositary has an action to recover the expenses in- 
curred in the preservation and care of the deposit. (C.C. 
1812). Instances may occur, however, where, the right of the 
bailor being doubtful, judgm'ent will have to be exercised 
before the expense is incurred. 

(c) Tho arh^ of a collectivity will also constitute irTesistihlc* 
force. " Comprehended within this term," says the American 
and English Encyclopaedia of Law. 2nd Ed. Vol. 3, p. 749, 
''are losses from such public disasters, as the inroads of a 
hostile army, or the confiscation or destruction by military 
authority, etc.*' In such cases, the bailee must be deprived of 
the goods by force; he is not exempt from liability if he sur- 
renders them. James v. Oreenwood, 20 La. An. 297. 

Losses occasioned by robbery on the highway or by the 
depredations of mobs, riots, insurgents, are not occasioned by 
the act of God or vis major, (Story, 9th. Ed., No. 526.) 

In France and in Belgium, the doctrine is different, and 
even strikes have been held to constitute vis major when they 
have the effect of not only causing a momentary inconvenienoe, 
but an invineible difficulty to the execution of the engagement. 
(Dalloz, 1896, part 2, p. 214.) 
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(d) Acts of private parties. Some distinction appears to 
have been made in the United States between the exemption re- 
sulting from theft and that resulting from robbery and bur- 
glary, the latter being assimilated to irresistible force. The 
proper doctrine seems to be that already laid down as regards 
fire and approved by Story, which obliges the depositary or 
bailee, who has been the victim of robbery, to prove, when 
asked to return the thing stolen from him, that he has been 
guilty of no negligence in the care of the deposit: Roach v. 
Fraser, 7 L.C.E., 472. 

In such ca^es the position of the bailee would be greatly 
improved had the bailor retained, as suggested above, some con- 
trol over the depoeit, for instance, if he had kept one of the- 
keys, or the only key of the eafe, as in the case with the 
National Safe Deposit Company of London. In such cases 
the bailee would liberate himself by proving that the loss 
occurred through the theft of the key from the depositor, that 
the vaults were safe and up-to-date, and if, that the depositary 
took proper care in the selection of the watchmen, if any. If 
the safe opened with different keys, one of which was kept by 
the depositor, the circumstances of fact would alter the legal 
aspect of the question to such an extent as to render a general 
answer impossible. 

This, of course, applies to the acts of outsiders, but the 
question becomes much more complicated, when the act is com- 
mi)tted by an employee of the bailee. 

In oases of gratuitous deposits, the weight of authority 
exonerates the banker who has been guilty of no negligence in 
the selection of his employees. Foster v. Essex Bank, 17 Mass., 
479, and Giblin v. McMulUn, 3 English Ruling Cases, 620, are 
still recognized, both in England and in the United States, as 
the standard decisions upon this point. But we have seen, 
in a previous reference to the Gihlin case, that there is among 
the English text-writers, a desire to distinguish the principle 
laid down there, if not to disprove it. 

On the other hand, what has been termed '' a more 
liberal view^' was taken in a few American cases where th^ 
bank wns held liable for the Ithef t of bonds by its cashier and 
assistant cashier, who had free access to the vaults, and who, 
to the knowledge of the bank, had been speculating in stocks^ 
with no resources other than his salary. 
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It seems to me impossible to apply the doctrine of Oiblin 
V. McMullen to cases of bailment arising under the French 
law or under the Civil Code of the Province of Quebea Under 
that law* the master is responsible for all tortious acts of his 
employee connected with the execution of his duties, and having 
been occasioned thereby. (Fuzier-Herman, annotated Code, 
1384, Nos. 156 ei seq.). See also Buckley's '^Law of Com- 
panies", p. 530. 

In the case of 'Ward v. The Montreal Cold Storage and 
Freezing Company^ srtill pending, Ward was seeking to have 
the claim of the Merchants' Bank of Halifax, based upon a 
note, set aside on tbe ground that the note was given to secure 
a claim based upon warehouse receipts, duly signed by the 
officers of the Cold Storage Company while the goods men- 
tioned in the warehouse receipts were not in existence. The 
Court held that the bank's claim was, nevertheless, valid, as 
the criminal act of the direc»tors of the company was done in 
the exercise of their ordinary functions. 

{e) Process of law. It must be held that if the object of 
the deposit is removed from the bailee by a proper y obtaimed 
order of a duly constituted tribunal, the bailee is {hereby freed 
from responsibility. But this excuse will not ]>e accepted, 
unless it is shown that the bailee took every possible pre- 
caution to prevent the rendering of such judgment without 
the bailor's kojowledge. The first of these precautions is, of 
course, to notify the bailor of such attempt. But in cases 
where such warning becomes impossible or imeffective, the bailee 
must, by himself, do everj^thing in his power to prevent the 
removal of the deposit, bearing in mind that the bailor is bound 
to indemnify him for all his legitimate expenses. He has a 
right to revendicate the deposit if removed by a party having 
no right therein. (C. P. 946) and to oppose the sale of the 
deposit for the debt of anyone but the real owner. (C. P. 645.) 
Again, if the deposit is seized for a debt of the bailor, he 
must refuse to allow it to be sold under a writ of execution, 
and force the seizing party to proceed by way of an attachment 
in his hands. (C. P. 677.) 

The Americn doctrine is fairly stated in the following 
dictum in the case of Bliven v. Hudson River JK. Co., 35 Barb. 
(If.Y.) 188: — "It is no doubt true as a general rule, that a 
badlee of property cannot set up against his bailor that a third 
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person has a better title to the property, and compel the lat- 
ter to litigate the question of ownership. But it is also true 
that if the goods are taken from the bailee by the authority of 
the law, exercised through regular and valid proceedings, it 
will be a defence to an action by the bailor. The bailee must 
assure himself, and show the courts that the proceedings are 
regular and valid, but he is not bound to litigate for his bailor 
or to show that the judgment or decision of the tribunal is- 
suing the process or seizing the goods was correct in law or in 
fact.^' 

It may happen in any of the foregoing cases that the 
bailee, who has been deprived of the deposit by some cause 
exempting him from liability, has received something in ex- 
change. In this case, he is clearly obliged to surrender the 
thing so given in exchange (CO. 1803). Thus, if upon the 
edict of the sovereign authorities, gold deposited has been 
confiscated and bank notes given in exchange therefor, he is 
^►bliged to give back the bank notes to the bailor. Again^ if 
he has received insurance money, either in case of fire, bur- 
glary or theft by employees, he is clearly, in any event, obliged 
to deliver to the bailor the insurance money. (Paine, Bail- 
ments, p. 96.). See also C.C., 1201. 

The question then comes up whether the bailee is bound 
to effect insurance upon the goods received. In Prance, in 
cases of deposit, it has been said that the depositary may be 
so bound, according to circumstances of locality or profession. 

In the case of a bailee by profession and for a salary, 
such as a trust or deposit company, khe obligation of a bailee 
to have the object of the bailment insured, admits of no 
doubt. The question would come up, therefore, to what 
amount must the insurance be effected? The answer would 
largely depend upon the sbIbxj paid, for the bailee cannot be 
compelled to pay larger premiums than the amount received 
for his work. 

In a few words the principles relating to bailment may be 
summarized as foUows: — 

(1) When the object of the deposit cannot be returned, the 
depositary is boimd to allege and prove that he has been de- 
prived thereof by fortuitous event or irresistible force. 
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(2) If he has been deprived b; theft or fire (other than 
by lightniDg) he must further prove that he has taken all pos- 
sible preoautions against such happenings. 

(3) Under the laws of the Province of Quebec, the depos- 
itary, as a rule;, is responsible for thefts committed by his 
employees. 

(4) If the depositary exonerateB himself from responeibilii^ 
of the loss of the deposit, he muat still return the amount of 
insurance, or other coniideratioQi given to him, in lieu of the 
thing deposited. 

(6) The obligations of the depositary are increased if he 
has received the deposit foi a consideration, direct or indirect. 



Montreal, July, 1904. 
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An address on the above subject was recently delivered to 
a gathering of bankers by Mr. Frederick D. Kilbum, superin- 
tendent of the banking department of New York State. As an 
advocate of safe and conservative business methods^ Mr. Kilbum 
is well known in the States, and his argument, favouring as it 
does tliC abolition of interest upon money which is in daily 
employment in the business of the country and subject to call, 
is worthy of reproduction even in Canada, where we are too 
prone to boast of close adherence to the sound principles of 
banking. 

The following is Mr. Kilbum^s address : — 

I hardly believe there is a banker in the State who does 
not deprecate the practice, nor who would not do away with it, 
at least so far as his own bank is concerned, if he could see his 
way clear to do so without, as he believes, serious injury to his 
own institution; nor one who does not believe it to be contrary 
to sound principles of banking, and, on the whole, detrimentcd 
to the banking interest of the whole State. Possibly there may 
be here and there a banker whose vision is so circumscribed 
by the narrow limits of what he believes to be directly in the 
interest of his own bank (losing sight of the larger and surer 
benefits which would come through a general abolition of the 
practice), who regards it as not only a good thing for the bank, 
but a blessing to the depositors. 

The practice has grown to such proportions that in many 
sections of the State it is relied upon as the chief means of 
attracting deposits. This competition, which in many instances 
has developed into an unseemly scramble, is often accompanied 
by undignified, misleading, and in many instances, absolutely 
false advertising; and in this particular I do not confine my 
remarks to banks alone, but include some of the trust companies 
of the State. Of course it would be improper for me to par- 

(e) 
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ticfularize. Your own observatioii will verify my statement 
and perhaps suggest the institutions to which I refer. 

The banker's profession is one of dignity, and partakes 
largely of a fiduciary character. His business is not alone to 
swell the aggregate of the bank's resources, but rather to con- 
duct his institution in a way that will accommodate the public 
convenience and most surely safeguard the deposits committed 
to his care. The province of a bank, and the underlying idea 
and intention of its organization, is not to pay interest, but to 
get interest, to serve the public, and conservatively and safely 
invest the funds committed to its care, not forgetting, of course, 
a fair return upon its capital, based entirely upon conservative 
and safe business methods. Any bank which departs from this 
general policy enters the field of unsafe practices and specula- 
tive adventure. 

My intention is not to condemn entirely the payment of 
interest by banks and trust companies. My contention is against 
the pajrment of interest on commercial deposits, the money 
used by merchants, tradesmen, and manufacturers, in the daily 
transaction of business, whether this money is deposited in 
banks or trust companies. Were I to go further than this, my 
task of accomplishing any reform would be transformed from 
a faint hope of success to a certainty of absolute failure. 

Savings banks are organized for the express purpose of 
gathering and investing the savings of what I have frequently 
termed Qie "provident poor.'' These institutions are of an 
eleemosynary character, and best fitted for this service. Ac- 
counts of this kind should not be taken by banks or trust com- 
panies, but shoidd be left to the care of those institutions which 
the law contemplates as their special custodians. 

It is entirely proper that trust funds should be deposited 
in trust companies, and that a rate of interest, based upon ex- 
isting conditions, should be paid upon them. These are not the 
kind of deposits that I am speaking of. What T decry, and the 
practice which I condemn, is the payment of interest upon 
money which is in daily emplojrment in the business of the 
country, and which is, therefore, necessarily subject to imme- 
diate call, and frequent and violent fluctuations. 

I, of course, recognize the impossibility of anything being 
accomplished unless it is a result of general and combined effort 
I am aware of the difiiculties attending the effort of any single 
institution located in a place where other institutions will not 
join in the effort. The only way that any substantial result 
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can be accomplished is through united action and a general 
recognition of the unwisdom and unsaf ety of the practice. 

Close and careful study of this subject and familiarity 
with conditions throughout the State, extending over a period of 
eight years, has thoroughly convinced me that the banks them- 
selves, as a whole, are losing money because of this practice. 
When we consider that the payment of interest is a continuing 
and fixed diarge, that a certain amount of reserve must be 
kept against deposits, that an anxiety to make loans and keep 
money earning sometimes outstrips conservative judgment, we 
can readily see that, on the whole, the practice is a losing game. 

The places where competition of the kind is greatest are 
the places where banking is least successful, where the least 
conservatism is observed, and the greatest hazards are indulged 
in. The pubUc is vitally interested in the absolute soundness 
of the infititutions with which it does business. This is of vastly 
more importance to the people than the interest which they may 
receive upon their balances, and, as a rule, all the profit which 
they gain from this interest is at least equalled by the conse- 
quent larger rate of interest which they are compelled to pay 
for their loans and discounts; or, if this is not always so, these 
benefits of interest in many cases are more than offset by the 
failure of the banks, traceable directly to the payment of un- 
warranted rates of interest and to loans made through an over- 
anxiety that money drawing interest from the bank should be 
made to pay the highest return possible to the bank. 

I am, therefore, convinced that the best interests of both 
stockholders and depositors demand, if not the entire abolition 
of interest upon commercial deposits, at least a very material 
reduction in its rate. If this were brought about, and if, in 
connection with it, the banks in any locality where it may not 
be possible to entirely do away with the payment of interest 
could come to a mutual understanding, and agree upon some 
moderate rate, and thus do away, at least in a great pleasure, 
with the temptation to make undesirable loans, the banking 
interests of the State would be on a firmer and safer basis, and 
would more surely fill the purposes for which they were organ- 
ized, and more completely accommodate and serve the public. 
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QUESTIONS ON POINTS OF PBACTICAL INTEREST. 



REPLIES may be obtained^ through this oolumn only^ to en- 
quiries of ABsodatee or subscribers from time to time 
on matters of law and banking practice, under the advice of 
counsel where the law is not clearly established. 



Hypothecation under Section 74 — Should there he Invoices? 

Question 691. — ^Are hypothecations under Section 74 
reading: ^' All ^oods stored in such and such warehouses'^ legal, 
or should ther# be invoices showing quantities? I have read 
lorer the section carefully, oind so far as I can judge such 
hypothecations are valid. 

Answer. — There should be invoices or schedules fully des- 
criptive of the goods annexed to and mentioned in the hypo- 
thecations, or such descriptions should be in the hypothecations 
itself. 

Acceptance — Time within which to Accept. 

Question 692. — ^A bank presents a draft upon Jones at 
hie office, Jones being temporarily absent and there being no 
one there with authority to accept or refuse "the bSU. Has 
Jones the right to have the bill left at his office for 48 hours 
to give him an opportunity to accept? Or at least, should 
not the bank notify him to call upon them and accept within 
two days. (As per Secfion 42 — amendment to Bill of Ex. Act, 
passed May 16th, 1902.) Has the bank legal right to protest 
bill immediately after presentation (the drawee not having 
seen it, being absent ) ? and if they have the right, is it not 
very unusual to act so sharply in such cases? 

Answer — We do not consider the holder is in the pos- 
ition required by Article 43 (a), vfiz., of not being able to 
obtain the acceptance as prescribed by the Act, and should not 
protect immediately. 
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Bevision of Question 564. 

■ e 

The deeign of Seotdon 74 appears to be to facilitate the 
handling of Canadian products^ and it is very questionable 
whether the agricultural produce of another country woidd 
be held by our courts to fall within scope of the section, es- 
pecially as there has been already demonstrated an indination 
to interpret the section very strictly. We therefore recommend 
that until jurisprudence has definitely settled the point ad- 
vances against such security shoidd not be made. 

; Cheque — ^" In Full of Account/* 

Question 693. — Is the enclosed cheque a legal receipt 
for an account that is fully paid up, or is the phrase '' In f xdl 
of account '* simply a memorandum for the person issuing the 
cheque? 

Akswbb. — ^The cheques as submitted, whta paid and can- 
celled by the bank, is prima facie evidence of the payment 
of the amount of a debt of $100.16. The phrase "in full of 
accoxmf quoted as memorandum only for the drawer, and 
woidd not alone bind the payee beyond the amount of the 
cheque. 

Cheque of Assigned Estate — Assignee's Endorsement Necessary. 

Question 694. — John Smith & Co. give an assignment of 
book-debts to B and afterwards assign to C for the benefit 
of creditors. Subsequently the book-debts (some of which had 
originally been handed by Smith & Co. to solicitors for col- 
lection on their account) are purchased by D at public auction. 
D subsequently presents at the drawee bank a cheque of the 
solicdtors payable to the order of Smith & Co., and endorsed 
by a member of that firm, in the firm's name, and demands 
payment, stating that the cheque is for funds collected on 
account of book-debts. Being unable to communicate readily 
with the makers of the cheque, should the bank require the 
assignee's endorsement before paying? 

If D's contention were correct the cheque should, of 
course, have been payable to him, but this fact does not alter 
the bank's position in the case. 
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Answeb. — The endorsemeiuts as made being insufficient 
by reason of the termination of the partnership^ the assignee 
alone oonld effectively endorse. 

Liability for Ads of Agent. 

Question 696. — A customer lodges a bill for collection 
^th A (Branioh of Finance at Blankton, Ont). The bill is 
payeiblo at B, where there is no chartered bank^ and it is sent 
for collection to a private banker^ at that place, who remits 
in settlement his cheque upon his banker at C. This ehequB 
is crossed " Negotiable without charges at Toronto/* to which 
point A reonits it. It passes through the Clearing House at 
Toronto, but before it reaches C, the private banker has failed, 
and his cheque is refused. Had A the right to charge his 
trufitomer? 

Answeb. — A. is liable for the acts of bis agent. 

Section H — Advances on Lumber, 

Question 696. — Can a bank advance under Section 74 
on deals and scantling purchased and held by a mill owner 
though not manufactured by him? 

Eeason for question: — In decision, The Molsons Bank v. 
Beaudry, 11 Que., K.B. 212, also Bowes v. Lord Bavensworth, 
24 L.T.C.P., poges 73, in the English Courts. 

Answeb. — Under authority of The Molsons Bank, 
Beaudry 11, Eappcrts Judiciaires Officiels de Qu6bec, (R.J. 
Q.) — page 212, it cannot be done under Section 74. Sub- 
Section 2. and the case put does not come within pro- 
visions of Sub. Section 1, of Section 74. 
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LEGAL DECISIONS. 



EWINO AND DOIOKION BaNK. 

'T'HE judgment of the Supreme Oourt was rendered by 
^ Girouard^ Davies and Eillam^ JJ. ; Sedgewick and Nesbitt, 
JJ., dissenting. The following are the opinions of the majority 
of the judges: 

Girouaid, J. — ^We have given to this case fdl the attention 
which its importance demanded. It was fully discussed and 
the written opinions pro and oon were duly consideired. It has 
no precedent in this country and it can hardly be said that the 
few decisions rendered abroad are exactly in point. They are 
fully reviewed by my learned colleagues^ and in the few remarks 
I propose to make I do not intend to refer to them. The ques- 
tion involved is one altogether of law* The fact that we have 
not been able to give an unanimous assent to the judgment of 
the two courts below shows that it is not free from difficulty. 

Speaking for myself, I cannot satisfy my mind that wihen 
a business man^ familiar with banking operations^ their mean- 
ing and scope, is informed, according to banking usages, that 
his name is being used as maker of a note in a bank, evi- 
dently for cash credit either already made or to be made, he 
is under no obligation to reply promptly, at least within a 
reasonable time, that it is used without his authority, or even 
that it is a f orgeiy. It is argued that there is no business reila- 
tion between him and the bank to create such a duty. I believe, 
on the contrary, that business relation exists, created without 
his knowledge, it is true, by force of circumstances, but the 
introduction of his name, even if unwarranted or forged, 
brought him into contact with the bank and created business 
relationship which can end only by repudiation or payment in 
due time. In such a case every merchant or business man owes 
some duty to his fellow members of the commercial com- 
munity. Is he not uaider obligation to cause no damage by his 
fault or negligence, either by acts of commission or omission? 
I have always been under the impression that this elementary 
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principle was held saand in every country, in England as well 
as everywheire else. I cannot oonceive that the appellants 
ought not to be puniahed for the omission to do something 
which a fair and reasonable man, guided by those considerations 
which regulate the conduct of commercial and even ordinary 
human affairs, wxndd do. Tlhis punishment may in some cases, 
and always in countries governed by the civil law, consist only 
in the payment of damages, but according to English law, forms 
an estoppel, which prevents the wrongdoer from disputing his 
liability for the full amount of the claim, fox he is presumed 
to have acquiesced in it. The rule may look harsh and arbi- 
trary, but I must confess that it is highly moral and eminently 
healthful and salutary. The appellants at least have no excuse 
for complaining of the severity of this law. They knew that 
their duty was to give a prompt reply, namely, on the 16th 
October, and I should «iy both by letter and by telegraph or 
telephone, and the evidence ehows that if they had done so, the 
loss would have been only partial. Not only were they in fault 
for not answering the bank, but also, and perhaps more so, for 
concealing what they knew of the forgery. Their lawyer ad- 
vised them at the very first to repudiate their signature. They 
themselves, by telegraph and letter, informed the forger on the 
16th of October tlmt tiiey will act at once. They did not do so 
for a few months; they kept silence with the bank till a few 
days before the maturity of the note. Why they broke it at 
such a late hour, when nothing could be done by the bank to 
protect its position, it is impossible to imagine, if the conten- 
tion of the appellants be correct, that there was no duty for 
them to speak. They had some reason to expect that the forger 
would be able to make the loss good; the Thomas Phosphate 
Company might materialize and come to his assistance, and 
consequently they limited their exertions to save him, if pos- 
sible; but, as is usual in similar cases, they were doomed to 
disappointment and became the victims of their misplaced con- 
fidence and exaggerated kindness. They must suffer for the 
consequences of their conduct, which amounts to fraud in law, 
for their inaction or action — either word meets the case — ^is a 
fraud in law. With the judges of the two courts below, the 
majority of this court has come to the conclusion that they are 
estopped from setting up the forgery of their signature, and 
that they must pay the full amount of the note. 
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Davies^ J. — ^I would have been well content to have rested 
my judgment in this appeal upon the able and clear reasons 
given by Oaler, J.^ in delivering the judgment of the Ooiirt of 
Appeals from which the appeal is taken. As^ however, there 
is a difference of opinion amongst the m<^mber8 of this court I 
have thought it well to add a few observations of my own. The 
facts of the case ore not in dispute, and as stated by Osier, J., 
as follows : 

One Wallace was the manager of, and perha^ps interested 
in, a business carried on by Walter C. Bonnell, under the name 
of the Thomas Phosphate Company, which, previous to the 14tih 
August, 1900, had done some banking business with the plain- 
tiffs. On the 16th August, Wallace procured the note now sued 
on to be discounted by the bank for the Phosphate Company, 
and the proceeds were placed to the company's credit. On the 
15th and 16th August cheques were issued by the company 
against the proceeds of the deposit and other small deposits^ 
payment of which left a balance to their credit at the close of 
the business on the 16th of $1,611.66; on the 16th of $1,366, 
aud on the 17th of $84. 

On the 16th the bank wrote to the defendants, w4io reside 
in Montreal, in the following terms: ''Toronto, August 16th, 
1900. You will please take notice that your note for $2,000 
to the Thomas Phosphate Company, falls due at this bank on 
the 17th December, 1900, and you are requested to provide for 
the same, A. P., Assistant Manager. To Messrs. Ewing & Co., 
Montreal.*' 

This was received by the defendants on the morning of the 
16th August. To the bank they made no response, but between 
themselves and Wallace an active correspondence by telegram 
and letter was kept up, beginning on the 16th August and end- 
ing on the 8th of December; on the defendants' side at first 
asking for an explanation "before advising Bank," and then 
urgently insisting on the note being taken up; while Wallace's 
letters are filled with the usual regrets and excuses for his con- 
duct, and vain promises to settle the note and relieve the de- 
fendants. 

On these facts two questions arise. First, was there an; 
imperative duty on the part of the appellants, Ewing & Co., on 
the morning of the 16th August, when they received the above 
letter or notice from the bank, to at once notify the bank that 
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the note was not genuine ? and if not, did such impemtiTe duty 
ame at any time afterwaidB and if eo^ ^dien? The appellants 
strongly contend that at no time did auch imperatiyB duty arisen 
but that if they wei^ viODg, and it did arise it did not do so 
until after the 20tih or 2l8t August^ innhen they had a personal 
inteorview with Wallace^ nrho then practically confessed tiie 
forgery to them. I am quite at a lose to follow the reasoning 
which, assuming the duty to exist, at all, would postpone it till 
the 20th or afterwards. It seems to me that if there is a duty 
at all that duty arose immediately on receipt of the notice from 
the bank of the 15th August. If, under the circumstances, 
there was any room for reasonable doubt as to the genuineness 
of the signature, or any reason to believe that a mistake had 
been made in the notice which enquiries would clear up the 
appellants would have been entitled to the necessary time to 
make proper enquiries. But it does not appear to me that any 
such doubts or room foa* doubts existed. Both William Ewing 
and James H. Davison, the only members of the firm of Ewing 
& Co., were examined at the trial and they both state that they 
neither of them ever authorized any other person to sign the 
firm^s name to any note; that they never used or gave any ac- 
commodation paper in their business, or signed any blank notes, 
and that the note in question was a forgery. They knew they 
had never given or authorized ihe giving of such a note as the 
bank had advised them of, and the only reason given for not 
immediately notifying the bank was that given by Mr. Bwiog, 
that he thought it might be a draft made on them and not a 
note. I cannot myself accept this as the true explanation. 
The notice says nothing about a draft and does not use any 
language from which a business man could fairly believe a draft 
was intended. If it was a mere draft, a notice would not have 
been sent by the bank, but the draft itself would have been for- 
warded for acceptance. The appeUants knew it couild not be 
an acceptance any more than a note for they had never signed 
or authorized the signdng of either, and the fact that in the 
telegram eent by them that day to Wallace, the managing derk 
of the Phosphate Co., and also in the letter confirming that 
telegram, they make no reference to any draft or to the pos- 
sibility of tiiere having been any such mistake made, but speak 
of the document held by the bank as a note, and repudiate the 
fact that the Phosphate Company held any note of theirs, satis- 



Digitized by 



Googk 



LEGAL DBCIBJONB 971 

fies me that they were not under any doubts or deliiaons on the 
subject at all. Hotwever^ be that as it may^ they got a tel^ 
graphic answer from Wallace that evening at 6.14 p.m.^ which 
oouM leave no poesiible doubt in their minds that the document 
was a note and not a diaft^ a]]id that it was in the hands of the 
bank and was^ as they knew^ a forgery. Assuming for the sake 
of argument^ that Ewing & Co. were justified in waiting till 
they had received Wallace's answer, they knew on its recedpt 
that the bank, respondent, was in possession of a note of theirs 
whioh they must have known was forged for $2,000, and which 
they had been formally "irequeeted to provide for " at maturity. 
A whole day has been lost in making a useless enquiry. But 
even assuming that the duty to notify the bank of the forgery 
did not arise until the receipt of Wallace's telegram, what was 
to have prevented this notice being then sent either by tele- 
phone or telegraph. The counsel for the appellant contended 
that, assuming the duty existed or arose on the receipt of the 
telegram from Wallace, it would have been discharged by the 
writing of a letter in the ordinary course of mail on the following 
day, the 17th, which could not, if written and posted in busi- 
ness hours, reach its destination until the 18th, when it would be 
useless as all the proceeds arising from the discount of the 
forged note had then been paid out by the bank. But I cannot 
accept any such proposition as that put forward by the appel- 
lants' counsel. Given the existence of an imperative duly; 
given the fact that it did not arise till after the receipt of 
Wallace's telegram, after business hours on the evening of the 
16th, I ask on what principle can it be discharged or fulfilled 
by mail alone. Is there any magic in the *' mail " which makes 
it alone the proper vehide for transmitting business informa- 
tion. Is there any reason why the ordinary mail or post having 
been miissed, resort should not be bad to the telegraph, or in 
some circumstances, the telephone? Between the cities of 
Montreal and Toronto there existed telephonic and telegraphic 
communication as well as ma£. Is it to be held by the courts 
that in the present day, where auoh a proportion of business is 
carried on by means of the telephone and telegraph, that in a 
matter of urgency and moment involving some thousands of 
dollars, and where a few hours' delay might be fatal, resort 
must not be had to one or other of the speedier methods of 
communication, but must be confined to the mail alone. Is it 
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reasonable that business customs and habits in a matter of this 
kind should be i^ored? I do not think so^ and am satisfied 
that if the imperative duty existed at all^ it should have beea 
didchairged on receipt of the bank notice and if delay was sought 
to get information trow, the suspected f oiger^ then, at the expia- 
tion of that delay^ notice should have been given to the bank 
either by telephone or telegraph, whicfh would have reached 
them on the moming of the 17th, and while the larger part of 
the proceeds of the note were still lying in the bank and smb- 
ject to its controL 

Mr. H. A. Osier, in his argument for the appellant, laid 
much stress upon the form and character of the notice sent by 
the bank to Ewing & Co., and urged that too much importance 
had been attributed to it by the Court of Appeal. I pass by 
all technical critidsm as to ite form, and looking at its substance 
I find it furnishes Ewing & Co. with all possible information 
they could require as to date, amount, due date, payee, maker, 
etc., of the note, winding up with a request that they should 
provide for the same. Nothing is wanting to inform them 
that a note professing to be theirs was in the hands of the bank, 
and was being treated by them in the ordinary business way as 
a genuine note, and that the bank looked to them for payment. 
They knew it was a forgery. As between them and the bank 
their knowledge was exclusive* Instead of imparting it to the 
bank on receipt of its letter or notice they enter into prolonged 
telegraphic, written and personal communioations with the for- 
ger, lasting up to within a few days of the note falling due, 
when, in reply to the usual notice requesting payment, they, 
for the first time, repudiate the note. From their silence after 
the first notice sent them the bank naturally assumed the 
genuineness of the note, and acting on that very natural as- 
sumption paid out the larger portion of the proceeds of the dis- 
count of the note, all of which would have been aaved to them 
had Ewing & Co., on the 16th, or on the beginning of the busi- 
ness hours of the 17th, given them the information he should 
have given. 

Again, it is said that this is a suit to prevent a man from 
speaking the truth, and to compel him to pay a note he never 
made or authorized. But the answer is simple. The very basis 
of the doctiine of estoppel is that a man may, by his represemta- 
ticns or by his silence, or his conduct towards his fellow-man. 
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if followed by the latter's consequent loss, prevent himself from 
setting up thai to be true whidh he had induced another ix) be- 
lieve was not true. There would be no wrong in compelling a 
man to pay a note he had never signed or authorized if he, by 
his representations or sUence, or conduct, had led another to 
pert with his money in the belief that the note was genuine. 

Then oomes the important question whether there was any 
duty in the matter at all on the part of Ewing & Co. to give 
information to the bank of the forgery when they received the 
notice of iihe 15th August. It is aigued that as there was no 
bueiness relationsfhip existing between the bank and Bwing & 
Ck). at the time such as that between a bank and one of its de- 
positoirs or customers, so there was no duty to respond to the 
bank's notice. It is true that such a relationship did exist be- 
tween the parties in the case of the Leather Manufacturers 
Bank vs. Morgcm, 117 U.S., 96. In Haai case it was laid down 
by the Supreme ^urt of the United States that where cheques 
had been drawn by the plaintiff, a customer in the bank, and 
after having been fraudulently altered had been paid by the 
bank and charged uip against the plaintiff, if the alterations 
might have been discovered by the latter by the examination of 
his pass book, and advised of in time to enable t^e bank to take 
certain action which might have prevented it sustaining loss, 
and this had not been done, he would be estopped from claim- 
ing for the sums paid out on the altered cheques. The basis 
on which the doctrine of estoppel lests is discussed in this oase 
at great length, and the mle laid down by Parke B. in Freeman 
vs. Cooke, 2 exchq., 654-663 approved, of, namely, that "if 
whatever a man's real intentions may be he so conducts himself 
that a reasonable man would take the representations to be 
true and believe that it was meant that he should act upon it, 
and did act upon it as true, ihe party making the representation 
would be equally precluded from contesting its truth, and con- 
duct by negligence or omission when there is a duty cast upon 
a person by usage of trade or otherwise to disclose the truth 
may often have the same effect." 

Both parties profess to rely upon this rule in this case, 
thoi^h I cannot find that any one of the limitations mentioned 
in it express or suggest the existence of the relationship of 
banker and customer or similar relationship as necessary to 
create the duty the n^lect of which imposes the liability. It 
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speakfi of a neglect of duty cast upon a peison by .the iwage at 
trade oor otherwise to disclose the tnrth. I fail to aippreciate the 
argumeiut which would oonfiiie this duty to cases where sudi 
relationships already exist as between banker and cfostooner or 
seller and buyer. It does seeim to me thet in such a country as 
Canada^ where suich a lai^e proportion of its business is carried 
on by credit evidenced by drafts and notes, which are disoounted 
by one or other of the chartered banks of the country, the 
uaages of trade which creates the duty apply to all persons en- 
gaged in trade, who are notified of the holding by one of these 
banks of a note or draft professing to be theirs. I cannot .be- 
lieve that suoh a duty would exist as between the bank and 
Ewing & Co. if the latter was a regular customer of the former 
and would not exist otherwise. It seems to me the duty natur- 
ally arises out of the usages of tmde as they exist. Banks do 
not confine theiir discounts to those of their own customers only. 
It is known to every one engaged in trade that a large part of 
a bank's business consists in the discounting for its customers 
of oommerdal paper professing to be that of other merchants 
or traders. And when a business man receives such a notice 
from a banlq as Ewing & Oo. did in this case, if such notice 
contains information of a forgery and fraud being practiced 
upon a bank, in the unauthorized use of the name of the person 
or persons notified, the latter are bound in every principle of 
justice and rigiht dealing between man and man, and in accord- 
ance with the usages of trade, within reasonable time to give 
the bank notice of the fraud. Any other rule would seem to 
me to be fraught with grave danger; would generate want of 
confidence in the ordinary business rdations of life and would 
offer a premium upon gross business negligence. I think Lord 
Oampbell has expressed the true rule to be followed in Oaircross 
vs. Lorimer, 3 Macq., 827, at p. 830, in the following terms: — 
'' I am of opinion that, generally speaking, if a party having 
an interest to prevent an act being done, has full notice of ite 
having been done, and acquiesces in it so as to induce a reason- 
able belief that he consents to it, and the position of others is 
alto'-^d by their giving credit to his sincerity, he has no more 
right to challenge the act to their prejudice than he would have 
had if it had been done by their previous license." 

Beason and common sense would convince me, if positive 
authority was wanting, that as between commercial men and 
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banks or other kindred institutions there exists duties mth re- 
spect to business notices and conditions which hftve no appMoBr 
tion to, and are not governed necessarily by the principles and 
rules which control in the cases of other letters and notices on 
private or personal subjects. An cxaanrple of such letters is to 
be found in the case of Wiedman vs. Walpole (1891), 2 Q.B., 
634. But the law which justifies and approves of a man ignor- 
ing impertinent or theatening letters relating to his private life 
or moral character, to which he is under no moral or l^gal 
obligatdon to give any answer, necessarily adopts a different 
rule with respect to ordinary business letters on business mat- 
ters. Mere silence per se on the part of one who should speak 
is not, I grant, sufficient as an admission or adoption of liability 
or as an estoppel to prevent him denying his signature. But 
&iK-h silence, coupled with material loss or prejudice to the per- 
son who should have been informed, and which prompt and 
reasonable information would have prevented, will so operate. 
Such a person under such conditions comes within the rule 
that where a man has kept silent when he ought to have spoken, 
he will not be permitted to speak when he ought to keep silent. 
The case of MoKenzie vs. British Linen Company, 6 A.C., 
82, is one where no previous direct business relationship existed 
between the parties and has been appealed to by both parties as 
authority for their respective contentions. The actual decision 
in that case was that McKenzie who had been sued as an en- 
doser of a note on which his name had been forged was not 
liable though he had remained silent for a fortnight after he 
had received notice of his name being on the note. But the 
reasons of the House of liords for so holding was, that the posi- 
tion of the bank was in no way prejudiced or altered during 
the time McKenzie had remained silent. I think it is quite 
clear that in the judgment of all of the Law Lords who de- 
livered opinions in that case that had tEe position of <the bank 
been materially prejudiced or injured during the time of Mr. 
McEenzie's silence, he would have been held estopped to deny 
his signature and liable to the bank. The language of Lord 
Watson, at page 109, seems very dear. He eays: — ^^'It would 
bo a most unreasonable thing to pennit a man who knew the 
bank were relying upon his forged signature to a bill, to lie by 
and not to divulge the fact until he saw fiittt the positioin of 
the bank was altered for the worse. But it appears to xne that 
it would be equally contrary to justice to bold him responsible 
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for the bill beoause >he did not tell the bank of the foi^gery at 
onoe^ if he did actually give the information^ and if when he 
did 80^ the bank was in no woree position than it was at the 
time when it was first within his power to give the informa- 
tion/* 

The reasoning adopted by all of these Law Lords in oom- 
ing to the conclusion they did in that case convinces one that 
in all such cases the imperative duty of promptly giving notice 
and repudiating a liability wrongly attempted to be placed upon 
a man does arise whenever he is informed of the facts; second, 
that failure to discharge it will not necessarily involve liability 
unless there is also proved the material prejudice which com- 
pliance with the duty might have prevented, and, thirdly, that 
where both conditions co-exist, namely, the silence of the person 
whose duty it is to speak and the material loss or prejudice of 
the bank or person who should have been notified which might 
or would have been averted had the notice been promptly given, 
then the party neglecting his duty is estopped from denying 
his s^nature and his liability follows. The extent of that 
liabdUty has been determined by the Judicial Committee in 
Ogilvie vs. West Australian Mortgage and Agency Corporation, 
1896, A.C., at page 270, as not limited to the actual amount of 
the loss sustained by the holder of the note, but to entitle him 
to have his plea of estoppel sustained to its full extent. By 
this decision we are boiund, however, strong as the aigument 
may be, to limiting the amount recoverable to the actual loss 
sustained through the neglect of the party to give the bank 
notice of the forgery. This case is also most important as de- 
termining that the material loss or injury which the bank or 
holder of the note sued on must show he has sustained need 
not necessarily be shown to be the direct and nece^ary 
consequence of the defendants act or silence. The Judi- 
cial Committee there determines, page 270, that, '*if by 
keeping silence and allowing the forger to escape from the 
colony and the jurisdiction of its courts, the appellant had 
violated his duty to the bank," " these circumstance would, in 
themselves, have been suflBcient to show prejudice entitling the 
bank to have their plea of estoppel sustained to its full extent.'' 
There silence of the person whose duty it was to speak and the 
loss which might arise to the bank by reason of the forger's 
escape had no necessary relation or connection. The escape of 
the one party was not a necessary consequence of the 
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fiilezice of the otber^ and yet the Judicial Committee main- 
tained the liability arising from estoppel. Here it is argued 
that there is no necessary relation or connection between the 
silence of Ewing & Co.^ and the paying out of the $1^300 or 
(1,400 on the 17th. And yet if they had broken their silence 
and discharged their duty the bank would not have lost the 
money. I can see no distinction between losing the money in 
the one case and losing the opportunity of taking proceedings 
against the forger, either civilly or criminally, or both in the 
other. The loss in either case could hardly be said to be the 
direct and necessary result of the neglect of duty of the defen- 
dants. The most that can be said is that if the duty had been 
discharged the loss would, or might have been prevented or 
averted. 

I think the appeal must be dismissed with costs. 

Killam, J. — In my opinion this appeal shoidd be dismissed. 

For the reasons so well stated by Mr. Justice Osier, the 
case appears to me to come directly within the principle upon 
which silence under certain circumstances gives rise to an 
estoppel. 

It was not a case in which the defendants had merely 
learned of the existence of a note on which their signature had 
been placed without authority, and had cause to apprehend 
only that some unknown person might possibly advance money 
without notice of the falsity of the signature, which is the case, 
put in Mr. BigeloVs words. 

The bank directly notified them that their note would fall 
due at its office on a certain date and requested them to pro- 
vide for the same. This distinctly implied that the bank had 
an interest, either of its own or on behalf of some one else, in 
the payment of the note and in its genuineness. 

While there was no intimation that the bank had acquired 
or was proposing to acquire the note for value, the defendants, 
as men of business, would know that the bank might have dis- 
counted the note and have the proceeds still at the customer's 
credit, or that it might make advance upon it. They would 
know that an immediate repudiation would enable the bank to 
withold payment of any portion of the proceeds not actually 
paid out, or of any sums not already advanced. They knew 
that they had made no such note, that they had given no au- 
thority for the signature. They could at once repudiate it, 
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and they did so in their telegram to Mr. Wallace. No further 
information was necessary for that purpose. 

While the bank manager placed the proceeds to the credit 
of the customer without inquiry^ and took no precaution againat 
their being paid out before he could hear from the defendants^ 
the bank did act upon the defendants^ silence in the sense that 
it did what, it should properly be inferred, it would not have 
done if the defendants had at once denied the signature; it 
allowed the balance of the proceeds to be withdrawn. 

The decision in McKenzie vs. British Linen Co., 6 A.C. 82, 
proceeded distinctly upon the view that all the mischief was 
done before either bill could have been repudiated. But I 
think that sufficient appears to indicate that the learned lords 
would have been of the opposite opinion if the proceeds had re- 
mained at the customer's credit sufficiently long to have enabled 
the repudiation to be communicated before their wiijhdrawal. 
Lord Selborne, L.C., said (p 92) : " There is no principle on 
vhich the appellant^s mere silence for a fortnight, during which 
the position of the respondents was in no way altered or pre- 
judiced, can be held to be an admission or adoption of liability, 
or to estop him from now denying it.*' 

Lord Blackburn said (p. 101) : " Certainly I think that his 
not telling the bank on the 15th of July nor till the 29th of 
July that it was a forgery, and so letting them continue in the 
belief that it was genuine, if he had not induced it, could not 
so preclude him if , as I think was clearly the fact here, the 
bank neither gave fresh credit in the interval nor lost any 
remedy which, if the information had been given earlier, they 
might have made avaUable.*' 

And Lord Watson said (p. 109) : " It would be a most un- 
reasonable thing to permit a man who knew the bank were re- 
lying upon his forged signature to a bill to lie by until he saw 
that the position of the bank was altered for the worse. 

In the interests of business morality, I think that the con- 
clusion of the Court of Appeal upon this point should be sup- 
ported. It is well warranted by the doctrines laid down in 
Freeman vs. Cooke, 2 Ex. 654. It does not appear to me to 
be opposed to any previous judicial decision, or even to judicial 
opinion directly applicable. 

As the appellant's counsel has expressly abstained from 
questioning the conclusion that the estoppel, if existing, must 
apply to the full amount of the note, I say nothing upon that 
pomt, IINIVt OP WICHICAK, 

Wnt. o. »,cH,OAN. ^ J uu.oogle 
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